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NON UMUN TCO 
MORTGAGE BONDS 


OFFER the investor a safe, profit- 


able, convenient and trouble- 
free security and for those dependent 
upon certainty of income, these bonds 
offer features of exceptional worth. 


Investigate these bonds— the strength 
of their issue and the exceptional safe- 
guards provided in the irrevocable 
guarantee of principal and interest of 
every underlying mortgage by one of the 
following Surety Companies: 


United States Fidelity and Guaranty Company 
Maryland Casualty Company 
Fidelity and Deposit Company 
Baltimore 


National Surety Company, New York 


$500 and $1000 Coupon Bonds 


Write today for full information and our 
Booklet “Why a National Union for Safety” 
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ODD LOTS 


enable you to employ your surplus funds as they accumulate—a 
sensible and profitable plan, recommended by financial authorities. 


We have a special department for Odd Lot Orders 
of any listed securities. 
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A special department of our 
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This Book shows you 
how to strengthen 
your Bond structure 


If your holdings amount to 
$25,000, or more, this book 
will interest you keenly. We 
shall be glad to send it to you, 
by mail and without obligation. 
Kindly use your letterhead. 
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That Li Little <a ea of One Per Coit 


—=|HERE are two different 
kinds of investors: one 
expects too much from 
his capital, the other 
takes too little. 

The first demands fifty 
or one hundred per cent in a brief 
period; the other is perfectly 
willing to let his money moulder 
in the savings bank at 4 per cent. 

For the first type of investor, 
there is much to say. At least he 
wants to make the most of his 
opportunities. If he fails, he is 
willing to try over again. Per- 
haps, if in the meantime he has 
learned a few of the eternal prin- 
ciples of investment, he may suc- 
ceed some day. His enterprising 
spirit may be worth something to 
him, if it is intelligently directed. 

But for the man who continues 
to pile up surplus funds in sav- 
ings banks at 4 per cent, or who 
deliberately shuts his eyes to op- 
portunities by confining his pur- 
chases to securities which yield 
very little, there is not much to 
say. It is surprising that there 
are so many investors of this 
type, men and women who stick 
to securities suitable mainly to 
fiduciary institutions without re- 





i. 


stocks and common stocks—in both groups. 
of new developments. 


gard to the fact that with an 
equal degree of safety they could 
easily increase their income sev- 
eral per cent. The difference of 
one or two per cent, in terms of 
the average capital, may not be 
great in a year’s period but 
stretched over a period of years, 
the cumulative effect is very 
great, indeed. The writer is re- 
minded of an acquaintance who 
has saved out of a very consider- 
able income a large sum of money 
but which has never left the sav- 
ings bank. It is not difficult to 
estimate the difference in the in- 
come he could have had by pur- 
chasing sound securities yielding 
6 per cent or more instead of 
leaving his cash practically idle at 
4 per cent. 

The difficulty is probably 
largely of psychological nature. 
There are still, despite the popu- 
larization of securities as invest- 
ments, large numbers of individ- 
uals who confine their invest- 
ments to real estate, insurance 
and the savings bank, but to 
whom securities are an enigma. 
Never having bought securities, 
it is difficult to wean these people 
away from their life-established 
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habit of placing their funds in 
other media. This is unfortu- 
nate, not merely because these in- 
dividuals thus deprive themselves 
of the higher income which they 
could just as easily secure, but be- 
cause it eliminates an important 
factor from the investment field. 
A potential investment power of 
perhaps hundreds of millions 
yearly is thus lost to the invest- 
ment markets. This has an effect 
on the value of securities gen- 
erally. 

It would pay the investor in 
securities to act as a sort of edu- 
cational committee of one to per- 
suade any of his friends who may 
not understand the value of se- 
curities as investments to join the 
army of investors. In added 
numbers, there is safety since one 
individual’s investment has a 
tendency to insure the investment 
of another. It is in this way that 
the work of THE MAGAZINE OF 
WALL STREET is having such a 
large influence on the investment - 
field of this country since it 
has undoubtedly been instrumen- 
tal in making thousands of in- 
vestors where there were none 
before. 


MINING AND PETROLEUM SECURITIES RATED 


—the comparative position of all the leading securities—bonds, preferred 


ment and speculative merit. 


2. THE MOST ATTRACTIVE NON-DIVIDEND PAYING 
STOCK IN EACH OF TEN STOCK GROUPS 


In the 


Particularly timely in view 


Nearly 150 separate issues are rated as to invest- 


—Our Staff has selected ten stocks, each representing a different indus- 


try, as being the best of the non-dividend payers in its group from the 


viewpoint of dividend prospects and market appreciation. 
usually attractive issues have been uncovered. 


Some un- 


Next 
Issue 


3. AN AUTHORITATIVE ANALYSIS OF THE INSTALMENT 
PLAN 


—how it works; what it costs; whom it benefits, and many other im- 
portant angles. Prepared after a two months’ survey into the field. Prob- 
ably the first comprehensive article ever published on the mechanics of 
the instalment plan. 


—the next issue is well worth your attention. It not only contains a num- 
ber of important articles of general security interest but recommends for 
investment and price appreciation a considerable number of exceedingly 
attractive issues. We believe you will find this issue useful and profitable. 
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Blind Brook Lodge Apartments, 


NO INVESTOR EVER LOST 
A DOLLAR IN MILLER BONDS 








HOW much is the property worth? 
How much will it earn? . . . These 
questions must be answered cor- 
rectly if an income-earning struc- 
ture is to be soundly and conserva- 
tively financed by first mortgage 
real estate bonds. 

Correct estimates cannot result 
from guesswork. They call for 
technical knowledge of real estate, 
building construction and finance. 
They require intelligent analysis of 
local conditions. 

The Miller Underwriting De- 
partment uses a system of depend- 
able appraisals which time and 
again has proved fundamentally 
accurate and conservative. 

First of all the value of the prop- 
erty which is to become security 
for a bond issue is fixed by our 
own expert appraisers. Then it is 
checked and confirmed by apprais- 
als from real estate firms, rental 
agents, architects, contractors, 
banks or other authorities. 

Similarly the earning power of 
the property must either be known 
from past operations or determined 
by our appraisers and confirmed 


by appraisals from 
real estate dealers, rental agents 
or other authorities, who have 
intimate knowledge of local con- 
ditions and the earnings of similar 
structures. 

As an example of the soundness 
of appraisals on earning power, 
consider Blind Brook Lodge, the 
first apartment structure in Rye, 
suburb of New York City. Actual 
leases signed to date exceed by 33 
per cent the appraised rental per 
room on which the $900,000 bond 
issue was made. 

Another example of Miller con- 
servative appraisals in a different 
and much discussed section of the 
country is the Granada Apartment 
Hotel, Miami, Florida. In 1922, 
a $300,000 bond 








amount of $29,000 were called at 
105. In 1924 the property was sold 
for $800,000. All this occurred be- 
fore the recent boom. Bonds to 
the amount of $45,000 have ma- 
tured under regular amortization, 
leaving only $226,000 outstanding 
—less than 29 per cent of the value 
of the building based on the sale 
price. 


A valuable booklet sent free 


Knowledge of the thorough meth- 
ods that the Miller Underwriting 
Department follows in preparing 
every issue of Miller Bonds is im- 
portant for all investors. ‘Creat- 
ing Good Investments” explains it. 
Send for your copy today. 





issue was secured 
by a building ap- 
praised at $607,750 
—less than a 50 per 
cent loan. The 
building was so 
profitable that on 
November 15, 1923, 





G. L. MILLER & CO., Incorporated 220-MD | 
30 East 42nd Street, New York City | 


Please send me a free copy of your booklet, “Creating | 
Good Investments.” 
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INVESTMENT & BUSINESS TREND 


Abolishing the Railroad Labor Board—Unwise Investment in 


Over-built Industries—Railroads vs. Industrials—The Drop in 


Foreign Exchange—Oil Mergers Approved—The Market Prospect 





=. JASSING of the Railway Labor Board 
has been hailed as a constructive 
step both by railway managements 
and railway unions. Under the new 
Watson-Parker law, just signed by 

>} the President, the responsibility for 
comsaneation of amicable relations between 
railway capital and labor is thrust squarely 
on these interests, with the Government, 
assuming a passive side. Under the new 
Law, the Government will have little to say 
in future negotiations between rail labor 
and their employers, except in the event of 
a national emergency, when a special board, 
appointed by the President, would function. 

It has been claimed that the public is not 
well protected in this bill, since the way, 
as alleged, would be open for collusion be- 
tween employers and unions. Theoretically, 
this seems true but analysis of the possibili- 
ties shows that where employers and labor 
agree upon a wage increase in the hope of 
securing a rate increase, the Interstate Com- 
merce Commission, whose powers are in no 
way impaired by this new law, would stand 
as guardian for the public weal. In other 
words, it would be impossible for railroad 
directors and unions to negotiate a wage in- 
crease, each hoping to share the spoils of a 
connived at rate increase, since they would 
first have to secure approval for such an 
advance in rates from the I. C. C., which is 
notoriously prone to lend a deaf ear to such 
appeals. 

The value of the new law mainly consists 
of the fact that politics is removed from the 
scene of future railway labor negotiations. 
It can hardly be said that this was the case 











with the defunct and unlamented Railway 
Labor Board. Furthermore, since the new 
law was brought into being at the express 
desire of the unions and the employers, it 
seems logical to believe that both parties 
realize the responsibility belongs with them. 
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T may seem some- 

what paradoxical 
to assert that a 
number of industries in the United States 
are suffering from an excess of capital. Yet 
such seems to be the case. The need for em- 
ployment of large surplus sums by industrial 
enterprises is leading, in many instances, to 
investment in new plants and facilities, 
where, from a national economic viewpoint, 
these are not needed. 

The recent report of the over-building of 
the portland cement industry seems a case 
in point. Owing to substantial and pro- 
tracted prosperity in this industry for a few 
years past, the field has been inviting and 
this has encouraged building of new plants. 
Up to last year, this has not mattered greatly 
since the absorptive power of the building 
industry and other consumers, was suffi- 
ciently large to keep demand fairly well in 
touch with supply. Recession of these 
activities, however, is leading to a situation 
where, as reported by a leading figure in the 
industry, there will probably be an over- 
production of 30% this year, with possibili- 
ties for an over-production of 35% next year. 
Naturally, such a situation must lead to 
keen competition in the industry with 


OVER- 
EXPANSION 














JUNE 5, 1926 
































The MAGAZINE of WALL STREET‘ 








the attendant evils of price-cutting and 
diminished profits. 

Industry generally should take cognizance 
of such developments for they are symptom- 
atic of conditions in many directions. It 
would seem good policy where an industry 
is dangerously close to excessive plant 
capacity that future investments be made 
in other business lines, or if this seems inad- 
visable, in securities, until such a time when 
the normal growth of the country and the 
underlying normal demand will have caught 
up with excess productive capacity. 


BIER 
RAILROADS 


VS. INDUSTRIALS 


HOUGH signs of 
recession in in- 
dustrial and 
commercial activities are by this time plenti- 
ful, the railroads cannot be said to be far- 
ing badly. Tonnage hauled is still satisfac- 
tory for the most part but the principal cause 
for cheer are the undeniably good earnings 
statements emanating month by month from 
the carriers. It seems probable that while 
business, as a whole, will suffer further re- 
cession this year, the roads will not be com- 
parably affected, though individual roads, 
of course, will be influenced by special con- 
ditions surrounding the territory they serve. 
The attention of investors is gradually being 
drawn to the difference in the general out- 
look between railroads and industrials. This 
is being reflected in the stock market and, 
it may be confidently expected, a number of 
the sound railroad investment stocks will 
give a handsome account of themselves as 
public appreciation of their fundamentally 
strong position grows. 


SG 


FOREIGN })) ECENT foreign 
exchange de- 


EXCHANGE 
velopments have 


been interesting. Lire, French and Belgium 
exchange, and Polish zloty, have performed 
very poorly. French francs, in fact, reached 
the lowest level in history below 3 cents. 
That European financial affairs are coming 
to a head cannot be doubted. The French 
fiscal situation, in particular, is hopelessly 
involved so that it seems doubtful if even 
the settlement of the French Debt to 
America may tend to produce a satisfac- 
tory solution of France’s financial problems. 

Inflation of paper currency in France has 
proceeded to a point somewhat analogous 
to that in Germany before the final down- 
ward p:unge of the mark to zero. It seems 
now that nothing short of prompt and 
_ effective measures by the French Govern- 


ment, in which, if necessary, a great scal- 
ing down of the internal debt should be car- 
ried out, can prevent a further debacle in 
the French franc. As for many of the other 
European currencies, with the exception of 
the Scandinavian, Swiss, German and Dutch, 
it seems that they are hardly in a better posi- 
tion than that of the leading European 


nation. 
Bae 


HE decision of 

the Attorney 
General that the 
Standard Oil of New York-General Petro- 
leum merger was not objectionable from the 
Government’s viewpoint is important since 
it removes a possible barrier to other similar 
mergers. As_ stated in the Attorney- 
General’s announcement, the fact that the 
two companies were essentially in a com- 
plementary, not competitive, field indicates 
that invocation of the anti-trust laws would 
be indefensible. The fact is that the 
Standard Oil Co. of New York is largely 
engaged in distributing whereas General 
Petroleum is essentially a producer. Future 
consolidations, where they occur between a 
refiner and a producer, between a producer 
and marketer, or between a refiner and a 
marketer, are likely to meet with a favorable 
reception in the Attorney-General’s office. 
It is only where the merger of several com- 
panies in the same precise business occurs, 
that the ire of the Government apparently 
seems easy to arouse. 
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EBs the leadership 


OIL MERGERS 


MARKET 
PROSPECT of railroad and pe- 
troleum shares, the 
market is showing a considerably firmer 
tone, with. possibilities of broadening out 
into a fair advance. Investment stocks and 
issues with a good earnings outlook are occu- 
pying the centre of the stage. The advance 
in the industrial issues, however, is by no 
means uniform and is hardly being shared 
by those stocks representing companies 
whose earnings are definitely on the down- 
grade. It would seem good policy to take ad- 
vantage of the prospective market advance 
to dispose of the more speculative types of 
issue. On the other hand, stocks with in- 
vestment merit, particularly railroad shares, 
the better grade oil stocks, and a limited 
group of public utility and industrial shares 
seem to have encountered a general demand 
which is likely to advance them to consider- 
ably higher levels. 
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Who Owns The United States? 


How the Capital System of The United States is 
Rapidly Bringing About Broader Distribution 
of Wealth— An Era of Increasing Good- 
will Between Capital and Labor 


ITH wages the highest they have ever been in the history of the 
United States, we hear no talk about reducing them. Is it By U.S. Senator 
not significant of the reason that during the last five years of - : , 
high and higher wages the country has risen to higher and JAMES CouZENS of Michigan 
higher levels of prosperity? 

“Coincidentally, we are witnessing the popularization of the ownership 
of industry. As Told to 
“I have an intimate reason for being deeply interested in the high-wage ‘3 

tendency, because I was general manager, and a member of the board of THEODORE M. KNAPPEN 

directors, of the Ford Motor Company when it introduced the amazing novelty 

of a flat $5-a-day minimum wage without regard to the then much lower 

market price of common labor. We established that rate as an act of justice. 

In doing so we demonstrated that it was not necessary for individual em- 

ployers to wait until everybody was ready to increase wages before they did. 

We proved that any well-managed business can increase the employes’ share 

of earnings without upsetting industry as a whole. Somebody had to pioneer. 

the way into this new conception. The Ford Motor Company had the nerve . 

to make the experiment. Five dollars a day was something so far beyond 

the ordinary, and at the same time so capable of visualization that it put 

over with a smash the thought of doing something for employes that would 

reflect a new conception of industrial relations. 


High Wages Are Good Business 


“T confess that at first I never thought of the economics of the innovation 
—only of its justice; but later on I saw that it was good business to pay the 
highest instead of the lowest possible wages. That is why, ever since I 
instinctively support a demand for something more than a living wage—call 
it a saving wage—until I perceive that in the particular case there is no 
source of more money for more pay. 

“High wages (as high as sound management will permit) mean high 
consumption; and consumption is what interests producers. For industry 
as a whole to pay higher wages means simply that buying power is increased. 
And high wages do not imply high costs of production. 

“The overwhelming majority of people who are gainfully employed are 
on payrolls; they are at the same time the overwhelming majority of the 
consumers. 

“Hence it is as plain as day that higher pay means more buying. 

“Of course, there is a limit to wages in general and in particular. Wages 
come out of the product or gross income of an industry, and they must 
leave room for other factors of production as well as profits. 

“But a most interesting thing about the 30% increase in actual wages— 
purchasing power of the workers’ incomes—we have had since the begin- 
ning of the world war is that it doesn’t seem to have lowered capital’s 
participation in the fruits of industry. Labor is more efficient of itself 
and through improved management and machinery; and even when it is 
not, the increased velocity of turnover resulting from prosperity, resting 
on high wages, more than makes up for any increase of labor’s share of 
the income from a particular unit of production. The laborer in a chair 
factory may get more and capital less out of one chair, but the factory 
1s producing more chairs because there is more demand. 

“In passing, I want to say that I am not advocating any self-lifting 
bootstraps idea of prosperity that will apply everywhere. The Passaic 
trouble or the problems of the New England textile industry are not to 
be solved so easily as such problems would be in the case of a vigorous 
and growing industry. A dying or evolving industry may be the victim 
of outside circumstances. But even then I hold that the final responsi- 
bility rests with industrial leaders. It is their duty to labor and the 
public to take heroic measures, cut the agony short and terminate an 
enterprise that cannot pay employes a socially adequate wage. Industrial 
change is a painful but inevitable process; hard on the subjects but bene- 
ficial to society in the long: run. 

“But I believe that American industrial management has become con- 
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vinced that high wages are good business, and that labor 
should receive the maximum. An innovation of good will 
and sagacity is the new practice of giving industrial em- 
ployes annual vacations with pay—a practice that already 
benefits near 300,000 employes. Within limitations short 
hours are as good for business as high wages. Leisure 
gives opportunity for the development and satisfaction of 
new wants and a desire for a higher standard of living. 
That means more consumption, more production, more wage 
payments, more profits, and general acceleration of the 
beneficent cycle. A high wage tends to minimize industrial 
slowing down (which is as natural as fatigue of the body), 
because it counteracts pessi- 


to tend to give employment at good pay to about all the 
employable—when you allow for the children, the aged, the 


incapable, and the voluntarily idle. By and large the 
national income is distributed with a rough approximation 
of social values. 

“In fact, American labor is avowedly capitalistic, and 
that is why it is such a thorn in the flesh of bolshevism 
and the Third Internationale. Organized labor aspires, 
through building and loan associations, to make every 
laborer a house owner; through its own banks and vari- 
ous other co-operative investment organizations it is making 
its members active capitalists and industrial managers. 
The building and loan associa- 
tions, largely supported by 





mism. Employers understand 


now that panicky force reduc- 
tions and wage-rate decreases 
may bring on crises that might 
have been avoided by keeping 
production going and the wheel 
of distribution turning. A by- 
product of this enlightened at- 
titude will be a reduction of the 
strike risk. In fact, I think the 
growing conception of industry 
as a mutual enterprise has al- 
ready curtailed strikes and 
softened the antagonisms that 
incubate strikes. We are head- 
ing off the stratification of so- 
ciety into the fortunate and the 
unfortunate that made possible 
the British general strike. Such 
a strike in America is incon- 
ceivable. We are mastering our 
industrial conflicts instead of 
letting them drift. Such mas- 
tery is largely the responsi- 
bility of our industrial captains. 

“When labor understands that 
the aim is the maximum instead 
of the minimum wage it will go 
along with capital, like a good 
sport, provided management is 
honest, efficient and just. Alone 
among the labor groups of the 
world, American labor under- 
stands that wages come out of 
product. 

“This brings us to the ques- 
tion of the popularization of 
ownership of industry, an eco- 
nomic transformation that is 
proceeding with astounding 
rapidity. 


Over 50% of all the homes in 
the United States ov owned by 
their occupants, and the percent- 
age is steadily increasing. We 
are rapidly becoming a nation of 
property owners, and in the van- 
guard of this "development will 
be fou the American work- 
ingman. 


wage-earners and small-salary 
people, built a thousand homes 
a day last year. Their 6,000,- 
000 stockholders have assets 
equal to the paid up capital of 
all the banks and trust compa- 
nies in the United States. Not 








The 





There are nearly fifteen million 
shareholders and over five million 
bondholders in the United States. 


has become one of the great eco- 
nomic phenomena of the present 
generaticn. 


long ago in THE MAGAZINE oF 
WALL STREET, President Green, 
of the American Federation of 
Labor, expressed his approval 
of the direct industrial invest- 
ment of labor’s savings. The 
growth of capitalism in America 
has taken a turn that Karl 


spread of security ownership 





Savings bank deposits including 
mutual savings banks and other 
fiduciary institutions of this t ype, 
aggregate -over twenty bilhon 
dollars, an increase of nearly 
100% since 1918. 


Marx could not have foreseen. 
Because capitalistic industry 
has become enormously great it 
has had to appeal to labor's 
stocking, with its savings made 
possible by that same industry. 
The employes are getting such 
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There are fifty million insurance 
policy holders in the United 
States, 
policies invested in over ten bil- 


mortgages, etc., so that ‘fifty mil- 
lion people are indirect owners 
of over ten billion dollars of 
property. 


a share of the product that they 
have become the main source 
of new capital. Every time, 
therefore, that an industry must 
expand through new capital it 
broadens its ownership—social- 
izes itself without socialism. I 
am told that the average cor- 


with eighty-six million 


dollars in bonds, stocks, 





There are over seventeen million 
passenger cars in the United 
States, or nearly one to each 
family, immeasurably far above 
any other country in the world 
in this respect. 


poration security holding in 
America is only $3,000, which 
is a revelation of the extension 
of ownership by the little fel- 
low, in view of the big holdings 
that must be absorbed in the 
average. 

“I am hopeful that the coun- 
try is in a fair way to be owned 
by its workers, of all degree, 








through the operation of na- 


“Participation by the working 
people and the public generally 
in industrial ownership bids 
fair to demolish any remnants 
of socialism in America that 
high wages, and the new intelli- 
gence and good will of em- 
ployers may have left. Karl 
Marx conceived socialism as the 
remedy for an_ irrepressible 


YP 


agony of 


Of the average family’s income, 
70% goes toward current living 
expenses; 15% for recreational 
purposes, and 15% for invest- 
ment in homes, insurance, se- 
curities, etc. In no other coun- 
try is there so much distribution 


of wealth among the masses of 


the population. Our working peo- 
ple are arriving at a point where 


they can enjoy the supposed fruits of socialism without the 
revolution or experimentation with costly theories. 


tional economic forces and with- 
out any resort to law. Under 
such conditions as prevail here 
to preach doctrinnaire socialism 
in the United States is like sell- 
ing ice machines at the North 
Pole. The ‘proletariat’ is get- 
ting all the supposed advantages 


Quite a different picture from that in Europe. 





of socialism without the distress 








conflict between employers and 
employes, wherein the latter 
always got the worst of it. He pictured the employes as a 
fixed and rigid class—the eternally propertyless proletariat 
—who were the natural and implacable enemies of the 
owners of capital. He never envisaged the condition we 
are achieving in America, whereby almost every employe is 
more or less of a capitalist—a labor-capitalist, in whom the 
supposed econom:c enemies are united. They say there are 
now 20,000,000 corporation security owners in America. As 
there are only 40,000,000 persons in gainful occupations, it 
is evident that a host of laborers must be putting money 
into industrial investment. By way of contrast, I said ‘only 
40,000,000’, but that means that one person in three, and 
about two to each family, are money-winners. Crude as 


we may think our capitalistic industrial system is, it seems 
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of revolution and agonizing ex- 
perimentation with a_ theory. 

“This huge expansion of the ownership of corporate 
America has an almost unthought of but highly important 
effect on the stability of prosperity. Corporation affairs 
are so managed that the bondholder and the shareholder 
keep on drawing interest and dividends long after business 
slows up and the worker is out of a job or working for less. 
Now, when the worker is also a security owner and a cou- 
pon cutter and dividend collector he is not necessarily down 
and out as a consumer because his job is gone or his wage 
smaller. 

“And yet I must say that I personally see objections to 
general public ownership of industry that raise serious 
questions as to its desirability though others may not agree 
with me. The public as a whole is not going to own indus- 
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try as a whole, of course. Different groups are to own 
different units. Grave conflicts of group interest with the 
general interest may, therefore, arise. Let me illustrate 
from a personal experience: When I was mayor of Detroit 
I had to deal with the local transit problem. The Detroit 
United Railways were chiefly owned by stockholders in 
Canada and New York. The local ownership interest was 
small. There being no powerful home interest to work 
through politics and pull, it was comparatively easy to 
come to an understanding in the general interests of the 
people of Detroit. 

“Now, with widely diffused ownership of any company, 
there will always be a vigorous element of the public domi- 
nated by their own requirements instead of the general 
good, when a conflict arises between that company and the 
public. Take a company that has thousands of stock own- 
ers among its employes and service users; you have thou- 
sands of citizens who will oppose rate reductions and bet- 
terment of service because they figure that they are more 
interested as owners than as patrons. They will follow 
the cue of the anti-social management, recruit the special 
interest lobbies at Washington, local capitols and at city 
halls and confuse group and general concerns. 


A Problem 


“Again, I can’t see any prospect of large corporations 
being actually controlled by the widely scattered small 
shareholders. The people will provide the capital but the 
enormous power of the corporations will be in the hands 
of an inside group. 

“Thus we are confronted by the prospect of the economic 
power of the nation concentrated in a few hands not identi- 
fied with the major share of ownership; unlimited power 
without responsibility. And the ownership is as fluid as the 
ownership of money. Shareholders in and out as the market 
fluctuates, are not the stuff for corporation souls. 

“T see no specific remedy for this evil. I dread the 
creation of more governmental commissions and the exten- 
sion of bureaucracy for the purpose of protecting the own- 
ing public against the oligarchy of insiders. The cure is 
likely to be worse than the disease. Neither do I see much 
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promise in associations of shareholders for the purpose of 
keeping tab on directors and executives, and mobilizing 
share voting strength to discipline them. That merely ex- 
changes one group of insiders for another. If these asso- 
ciations become powerful enough to effect their ends the 
thousands of small shareholders will have their affairs at 
the mercy of the association’s executive staff, which will 
be as hard to control or oust as the actual managers of the 
company. The same is true of investment trusts. 


Big Men’s Attitude Improved 


“T said there was no remedy. There is one that almost 
seems chimerical, that is, a better type of captains of in- 
dustry—men with a broader vision of their obligations and 
their responsibilities. If we were all really practicing bene- 
factors instead of lip servers this problem would be solved. 
There is really no efficacious control of great corporations 
and of government beyond the control executives exercise 
over themselves. No man has a right to accept a great 
corporation office unless he takes it in the same prayerful 
mood that a man takes the presidency of the republic. His 
duty is not alone to his directors, not even to his share- 
holders, but is to the whole public. Unless we can raise 
up corporation executives on this new model the vast ex- 
tension of the popular ownership of industry will only 
breed new ills to plague us all. To all our bureaucracies, 
with all their evils, we will but have added a hogt of 
analogous industrial bureaucracies. 

“I don’t know whether human nature is equal to the 
requirement, but I am willing to go so far as to say that 
there is a distinct change—improvement—in the attitude 
of many of the big men at the business helm. The im- 
perious autocrat of the ‘public-be-damned’ type is disap- 
pearing, and there is crystallizing a tradition of public 
duty. Somebody has said that socialism will not work 
unless all men are animated by Christian ideals, and that 
if all men were so animated there would be no need for 
socialism. Perhaps we are going to realize the dreams of 
socialism through universal voluntary capitalism and better 
personal conduct instead of through compulsory distribu- 
tion of wealth and more law. 
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Outlook for Securities Changed by 
Shift in Basic Conditions 


How Lower Commodity Prices and Declining Interest 





Rates Will Affect the Trend of Various Securities 


By E. D. KING 





WO factors are in the 

making which over a 
period of time will 
probably change the com- 
plexion of the investment 
map. These are the defi- 
nite decline in commodity 
prices, which has been de- 
veloping for a half year, 
and the more recent ten- 
dency toward lower» money 
rates. Both will have a 
pronounced influence on fu- 
ture bond and stock prices 
and, hence, form one of the 
most important fields to 
survey today. 


The Commodity Price 


Decline 


careful study. 


HIS article has been designed as an 
aid to investors who would devise 

a plan for their investments during the 
next year or two. It should be read not 
only with an eye to future investments 
but as a guide in adjusting present hold- 
ings of securities. The article has been 
prepared in great detail and is worth 


sit tala aaa: prices are considerably low- 
er than our own; .(2) that 
commodities and goods 
abroad are coming into 
greater competition with 
our own; and (3) that costs 
of production abroad are 
lower than in the United 
States and that individual 
industries in this country 
are being and will be af- 
fected by this situation. 
Added to this combination 
of circumstances the fact 
that our plant capacity is 
in excess of actual needs, 
and it does not require 
much further proof to indi- 
cate that supply is gradu- 
ally catching up with de- 





To 








From August to Decem- 
ber, 1925, commodity prices were practically stable, despite 
a sharp increase in production and consumption. Since 
the beginning of December, they have been declining. The 
Bradstreet commodity index then stood at $14.41 for a long 
list of representative commodities but declined by May 1 
to $12.86. One has-to go back to September, 1924, to find 
an equally low level. The decline is partially due to lower 
prices for agricultural products such as corn and cotton, but 
is also due to declines in representative commodities used 
in manufacturing, such as steel and chemicals. On the 
average, the price of raw commodities has shrunk 10.8% 
in about five months. This represents a serious difference 
to interests engaged in production of raw materials, as their 
margin of profit is proportionately. reduced. 

As to prices of finished materials, there has not been a 
corresponding decline but there, too, lower prices have de- 
veloped. The average price of finished steel during the 
first four months of 1925 was 2.537 cents per pound. The 
average price during the first four months of this year was 
2.435 cents. This decline has occurred in the face of the 
largest production and demand in the history of the steel 
industry. 

The group index figure for chemicals a year ago was 
127 but has slumped in the recent past to as low as 120. 
The index for house-furnishing goods stood at 173 at the 
beginning of. 1925 and by this time has dropped to 163. 
Leather stood at 153 a year ago and is now 140. Building 
materials, in the same period, have declined from 183 to 
about 175. The list could be extended considerably. At 
any rate, it is shown that we are in a period of declining 
* prices. ' 

If this were in response to temporary influences bring- 
ing about merely, a mild recession in business, the subject 
would not be worth considering as a possibly great factor 
in changing the longer-range direction of security prices. 
Regarding the situation critically, however, it appears that 
the broad trend of commodity prices is downward though 
it is entirely unlikely that they will ever reach the low 
levels which stood before the war. 

There are several great economic factors, over which we 
have no control, and which in themselves are likely to pull 
our price level down. These are: (1) the fact that world 
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_— vegan isons mand and is passing it. 
This is the reason for the 
lower price scale in existence today as compared with that 
of a year ago. 

Casting light on the broad change in the direction of 
prices may be cited the fact that whereas ten or fifteen 
years ago the department store buyer was a most important 
factor in such organizations, today his position has largely 
been assumed by the sales executive. The fact is that in 
the earlier period demand was in excess of production owing 
to our comparatively poorly developed production capacity. 
Hence, with an inadequate amount of goods available, the 
“buyer” was a very important factor. Today, our plants 
are able to turn out an almost limitless amount of goods 
and materials and -the problem has become one, not of 
buying, but of finding .an outlet for goods. This means 
pressure on markets, a pressure which exerts an inexorable 
influence on prices. Though it may not yet be apparent in 
the cost of living, prices over the past few years have 
certainly been declining and within a few years this ought 
to be reflected in a lower living cost. 

Since 1920, in fact, except for temporary periods of ad- 
vances in commodity prices due to temporary spurts in 
business activity, the price trend has been gently downward. 
This is merely one of the more obvious phases of a world- 
wide condition which is gradually bringing the world back 
to a more normal economic basis. 

In the meantime, a somewhat similar movement has been 
going on in the money market. Since 1920, which marked 
the highest point in interest rates, they have been receding. 
In August, 1920, high-grade commercial paper reached 
the tremendous altitude of 8% but has never beet 
there since. In fact, it has since been down to slightly 
over 83% and is now just above 4%, with a distinct slacken- 
ing tendency. 

Since the same influences which bring about lower com- 
modity prices are effective in causing lower money rates, 
it is not surprising that both should have declined pract!- 
cally simultaneously in the past few years. A glance at 
the accompanying graph will show the usually close rela- 
tionship between both factors. 

The next few years are likely to be marked by stil! lower 
commodity and interest levels though at times they may 
rise, due to temporary conditions. In view of this 
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prospect, it is important to discuss the likely effects 
of this situation on the great groups of securities. 


Effect On Bonds 


Speaking generally, a lower commodity price level in com- 
bination with lower interest rates furnishes a very favor- 
able background for higher bond prices. As readers of this 
publication are well aware, fixed income-bearing securities 
(bonds and preferred stocks) fluctuate in accordance with 
the trend in the cost of living and interest rates. As the 
amount of income in dollars is fixed, the value (hence price) 
of the security will rise as the purchasing power of the 
income derived increases, and will decline if the purchas- 
ing power declines. When the cost of living is high, the 
actual buying power of income derived from fixed income- 
bearing securities shrinks, hence, the security becomes less 
valuable. When the reverse situation is true, the bond— 
or preferred stock—becomes more valuable. That is why, 
when commodity prices were so high in 1920, bonds sold 
at comparatively low prices and also why owing to the 
decline in commodity prices since 1920, bonds have steadily 
risen. 

The influence of interest rates on. fixed income-bearing 
securities is hard to separate from the factor of commodity 
prices. Nevertheless, it has a special bearing on security 
prices. The direction of the bond market is generally set 
by large institutional investors such as insurance compa- 
nies, commercial and savings banks. These are lenders of 
money. When money rates are low, their inducement to 
loan their funds out is diminished. Hence, at a period 
when money rates are likely to decline, institutional in- 
vestors, with an investment power running at times into 
billions, must find other ways than direct loans to invest 
their money profitably. The bond market offers this op- 
portunity. Hence, the buying of bonds by these extremely 
important investors forces bond prices upward, and, when 
the public finally commences to appreciate the situation, 
a broad movement in these securities ensues. 

It is important to understand the influence of these con- 
ditions on securities, or it will be impossible for investors 
to appreciate the great changes taking place in the securi- 
ties field. Summarizing briefly, then, the influence of lower 
commodity prices and lower interest rates is decisive on 
security prices—but their influence on various groups of 
securities differs widely. In order to understand how these 
influences work out, it is essential to discuss each single 
group of securities. They are divided into: (1) bonds; 
(2) preferred stocks; and (3) common stocks. Each group 
is further sub-divided as shown in the following. 


1—High-grade Bonds 


These securities are most closely affected by changes in 
commodity prices and interest rates. If the trend of the 
latter two factors is toward lower levels, as they are at 
the present, high-grade bonds will advance. Money is now 
at about 4% and high-grade issues are yielding from 4% 
to 54%%. Even if money should not decline, the widest 
difference between the current money rate and the highest 
yield afforded by a high-grade bond should not be more 
than one per cent. This would mean for high-grade bonds, 
yielding 5%%, an advance of from three to seven points 
in the average. Those yielding less, of course, do not con- 
tain such profit possibilities. On the other hand, if, as 
seems likely, money rates in several years will decline to 
3%, then all classes of high-grade bonds will advance for 
along period until they sell a number of points higher than 
the present. The current average of 40 sound bonds (New 
York Times average) is about 87 but in a 3% money mar- 
ket, the average should advance to nearly 95. 


2—Sound (Medium-grade) Bonds 


_ This class is also affected by lower commodity prices and 
interest rates though not as much as high-grade bonds, 
since the latter have behind them always the potential buy- 
ing power of large institutions. Legal restrictions, except 
for certain types of institutions, such as fire insurance com- 
panies, investment trusts and the like, do not permit in- 
vestment in second-grade bonds by fiduciary institutions, 
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principally savings banks, and this removes an important 
factor from this class of bonds. On the other hand, they are 
readily purchased by large individual investors and also by 
the rank and file, especially those willing to take a slightly 
lower grade bond in order to obtain the higher yield. These 
issues now yield between 5% and 6%%, and, in the event 
of lower interest rates, would advance a considerable num- 
ber of points. There are many attractive issues in this 
group. 


3—Speculative Bonds 


This class cannot be discussed as a whole. Of the three 
principal groups—railroads, public utilities and industrials 
—the latter fare the poorest in a period of declining com- 
modity prices. The trend of money does not apply so 
heavily to speculative bonds 


should be noted as brought out in the following analysis: 
1—High-grade Preferred Stocks 


Where the position of a preferred stock is unquestioned 
as to continuity of dividends, it may be considered for prac- 
tical purposes in the same position as a bond. Thus, U. §. 
Steel preferred has such a very wide margin of earnings 
over its dividend requirements that nothing short of pro- 
longed prostration in the steel industry could possibly affect 
the dividends on this issue. This certainty gives an issue 
of this type preferred rating. Hence, being immune as a 
rule to influences which make common shares fluctuate, it 
commands a market value or less strictly based on the value 
of the steady income which it produces. Thus, it will tend 
to move more nearly in accordance with interest rates than 

stocks, but not quite so much 








since the position of the latter 
depends almost exclusively on 
the earnings and financial posi- 
tion of the issuing company. 
They are very much in the 
same class as stocks, which are 
affected by changes in earning 
power. 

Since lower commodity prices 
are symptomatic of a lower 
margin of profit it follows that 
where this situation occurs 
with respect to any individual 
company, those of its securi- 
ties most deeply affected by the 
earnings position, will decline. 
Naturally, the industrial com- 
panies are most affected. Spec- 
ulative steel, oil, copper, sugar 
and other industrial bonds will 
fluctuate as the earnings of 
their companies increase or 
decrease. 

The situation is somewhat 
different with rails and utili- 
ties. These industries are 
favored by lower commodity 
prices since their costs of op- 
eration are thereby reduced. 
At the same time, since their 
rates remain more or less sta- 
ble, the reduction in costs acts 
as a stimulating influence on 
net earnings. Hence, the posi- 
tion of the better placed specu- 
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The above graphs show that changes im commodity prices 
influence earnings and, hence, stock prices. 
brings this out most clearly. i 
between steel prices and steel stocks existed up to the middle 
onditions in the industry have tended 
to make this influence less important. 
tries are still affected by changes in their commodity prices. 


in accordance as bonds. Thus, 
the U. S. Steel sinking fund 5s 
under any money market con- 
ditions will tend to sell on a 
proportionately higher price 
basis than the preferred stock. 
105 Today U. S. Steel 5s yield a 
straight return of about 4.7% 
95 whereas the preferred stock 
yields about 5.6%, but this is 
on the basis of the present 
money market situation at 4%. 
If money should decline to 3%, 
75 and stay there for some time, 
the Steel bonds would yield 
not much over 4% and the 
Steel preferred issue would 
advance to a point where it 
would yield not much over 5%. 
This is true of all similarly 
5 well secured preferred stocks. 
These will all tend to advance 
95 to higher levels as the cost of 
living declines and money rates 
5 fall. 


STOCK 
RANGE 





85 


Second-grade Preferred 


55 2 
Stocks 


DATA ON 6 SUGAR AND 9 STEEL STOCKS 
SUPPLIED BY STANDARD STATISTICS. 

This class of issue is hardly 
affected by money rate condi- 
tions but is quite affected by 
commodity price changes, es- 
pecially commodities produced 
or used by the specific com- 
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However, most indus- 














lative railroad and_ utility 
bonds should improve. Of 
course, individual analysis of the security will determine 
this point. 

Summing up, we find that lower commodity prices and 
interest rates favorably affect high-grade bonds, have a 
somewhat similar though not so pronounced affect on sound 
medium-grade bonds, and that while they may favor the 
more speculative types of railroad and utility bonds, they 
do not necessarily so affect speculative industrials. 


Effect on Preferred Stocks 


Generally speaking, the effect of lower commodity prices 
and cheaper money on preferred stocks is similar to their 
effect on bonds, except they are not nearly so automatic in 
their influence. Preferred stocks, as a class, are fixed in- 
come-bearing and consequently resemble bonds from this 
aspect. Hence, the same conditions which affect bonds affect 
preferred stock issues. However, there are so many excep- 
tions as to make this generalization of little value. 

Except for the very highest grade of preferred stocks, 
especially those which are not preceded by bond issues, 
this class of issue is far more susceptible to changes in 
earnings than bonds. Furthermore, preferred stocks have 
a tendency to move sympathetically with the common stocks 
representing the same company. Hence, as a class they 
are more speculative than bonds. Yet vital distinctions 
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pany. A drop in raw sugar 
prices, for example, would tend to hold down the price of 
even a good sugar company preferred stock, whereas an 
advance in sugar would probably stimulate the price of the 
stock. In this, it resembles very much the common stock. 
The financial condition of the company will have a good 
deal to do with the price of the preferred stock in this cate- 
gory. If sound, regardless of a temporary drop in earnings, 
the second-grade preferred will tend to stabilize. If the 
company’s financial position should become impaired, how- 
ever, through prolonged poor earnings, the stock will de- 
cline into the speculative class. 

Speaking generally, however, it is hard to find a relation 
between the price of second-grade preferred stocks and the 
money market, though their relation to the trend of com- 
modity prices is often very close. In the event of lower 
commodity prices and interest rates, the position of the 
sounder second grade preferred issues, particularly of com- 
panies like railroads and utilities, would be advanced some- 
what but those of industrial companies would probably sell 
off. 

The action of preferred stocks in the present market 
is quite illuminating. Where the common stocks of the 
same company has been weak, it will be found that the pre- 
ferred stock has also declined though naturally the decline 
has not been nearly so pronounced. Of course, the greater 
the value of junior securities to the preferred stock, the 
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higher the price at which the latter will tend to sell. 
3—Speculative Preferred Stocks 


The position of these issues is entirely independent of 
the trend in money rates but almost entirely dependent on 
the trend of earnings, hence commodity prices. No general 
conclusion can be reached here except that as with second 
grade preferred issues, the speculative preferred stocks of 
industrials, in a period of declining commodity prices, are 
not likely to fare as well as those of railroad or public 
utility companies. 

To summarize, the influence of commodity prices and 
interest rates is not so pronounced on preferred stocks as 
on bonds. Highest grade preferred stocks are favorably 
affected but those of lower grade depend on the trend of 
earnings of their companies. Speculative preferreds of in- 
dustrials are likely to shrink in value. 


Effect on Common Stocks 


The study of the effect of commodity price fluctuations 
and interest rates on common stocks is one of the most diffi- 
cult and interesting of all the various aspects of the invest- 
ment field. No common formula can be set forth to apply 
to all. Each company in the industrial field is effected vari- 
ously by changing commodity price conditions, depending 
upon the commodity or commodities manufactured or used 
by the company in question. Before, however, we treat of 
the effect of commodity prices on industrial companies, it 
is necessary to consider the position of the railroads and 
public utilities. Since these two great branches are not pro- 
ducers of goods but consumers, it follows that they are 
intimately affected by the cost of their production. Unlike 
industrials they cannot pass on higher costs by charging 
larger prices, since the rates they receive are fairly well 
fixed by law and change but slowly. Hence, an advance in 


the cost of commodities is generally regarded unfavorable - 


for the railroad and utility companies. On the other hand, 
a decline in commodities may be considered favorable since 
the margin of profit of operations is widened owing to lower 
cost of production while revenues may remain the same. 

Yet there is another factor to consider in connection with 
the railroads and utilities. If a company in either of these 
fields happens to operate in a district of the country par- 
ticularly affected by a change in the price of one of its 
important staples, that company’s earnings will be affected 
one way or another. For example, though a railroad gen- 
erally may be benefited by lower cost of operation owing to 
lower fuel, steel, lumber costs, etc., its revenues may, not- 
withstanding, be affected by loss of traffic occasioned by 
depression in any industry on which it might depend for a 
good part of its traffic. Hence, any reduction in operating 
costs might be offset by a corresponding reduction in gross 
revenues. This, of course, will apply only to certain rail- 
roads, whereas others may not lose much traffic in a poor 
business year but in any case gain a sufficient amount 








through reduction of operating costs as to permit a satis- 
factory earnings position. This point is brought up to 
show how complicated the question of commodity prices vs. 
common stock earnings may be. The same situation ap- 
plies, of course, to the public utilities except that, unless a 
utility company happens to depend largely on the condition 
of a certain industry or industries within the field of its 
operations, and which may be depressed, it generally gains 
more than it loses through lower commodity prices. This, 
for utilities, however, would be a rather exceptional situa- 
tion, since demand for utility service is not as a rule de- 
pendent on general business conditions. 

In the purely industrial field, the effect is very deep. A 
producer of a raw commodity such as sugar or copper or 
oil is at once affected by changes in the prices of these com- 
modities. If their trend is down, unless through special 
circumstances he is able to increase his sales, his earnings 
are inevitably bound to diminish. Hence, the almost cer- 
tain prospect for lower commodity prices may be regarded 
as unfavorable on common stock values, as relating to pro- 
ducing companies. In manufacturing companies the situa- 
tion is about the same. True the lower cost of materials 
bought with which to manufacture brings about a lower cost 
of operation, but since the general situation is symptomatic 
of falling business demand, the decline in sales and the de- 
cline in prices which the manufacturer may now receive, 
almost always brings about a lower rate of earnings. 

There are some important exceptions. The 5- and 10-cent 
store field, for example, should not be adversely affected by 
a lower commodity price level. On the contrary, it should 
be favorably affected since the cost of goods is lowered 
while the price received remains the same. 

A company like Corn Products may be favorably affected 
by a drop in corn prices but unfavorably affected by a drop 
in sugar. When the combination of low corn and high 
sugar occurs, Corn Products generally makes large profits. 

The situation, necessarily, is most complex. It is signifi- 
cant, however, that the best earnings of industrial compa- 
nies have been in a period of rising commodity prices and 
the poorest in a period of declining prices. Hence, the out- 
look for further contraction in commodities may be re- 
garded as an adverse influence on industrial earnings. 

As to the influence of interest rates on common stocks, it 
may be said that the influence is important only when the 
common stock is in the investment class and where its 
dividend is assured. Even here the influence is slow and 
not nearly so effective as in the case of bonds or the better 
grade preferred stocks. 

Summarizing, we find that a lower commodity price level 
may affect railroad and, particularly, public utility earnings 
favorably but that, on the whole, they have no such bene- 
ficial effect on industrial company earnings. Hence in a 
period of declining commodity prices, one might reasonably 
assume railroad and public utility shares to fare better 
than the common shares of industrial companies, except 
where the latter possess a definite investment merit, or 
where they are influenced by special conditions. 
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How General Commodity Price Declines and Low Interest Rates Affect Important 
Security Groups 








Class How Affected 


TYPE OF ISSUES 
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Atchison Gen. 4s; U. 
S. Steel 5s. 


Missouri Pac. Gen. 4s; 
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os; Warner Sugar 
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U. S. Steel pfd.; Union 
Pacific pfd. 
Cuban-Amer. Sugar 
pfd.; U. S. Rubber Ist 
pfd. 
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Cuba-Cane Sugar = 
. Amer. Hide & Leather 
Speculative* 2 pfd. 


( Railroad Favorably as to 

cost of operation: Sound issues: Union 
Possibly unfavor- Pacific; N. Y. Central. 
hle i Weaker Issues: Chi. & 
able in some CaseS Eastern Illinois; Chi. 
as to revenues* Gt. Western. 


Public Utility ” 





Sound issues: People’s 
Gas; Hudson & Man- 
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Montana Power; Amer. 
Water Works, 
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issues: Moon Motors; 
Stromberg Carburetor. 
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AVERAGE OF FREIGHT CARS AND LOCOPMIOTIVES ORDERED. 





BASED ON /8 QUARTERS OF 1925 AND 1926 





on the business situation, we have 

conducted an investigation, for 
the benefit of our subscribers, into the 
precise condition of leading trades and 
industries in all the important sections 
of the country. 


{" a result of numerous inquiries 


Trade and industry continued through 
the early part of 1926 at the same high 
rate of the past year. -Near the end of 
the first quarter, however, a gradual, 
and not unexpected, recession began to 
materialize. The map on the succeed- 
ing page gives a condensed impression 
of the status of the dominant indus- 
tries at present; although, in grading 
into poor, fair and good, considerable 
weight was given to trend and indi- 
cated future developments. 

It may be noted that detailed evalu- 
ations have been avoided to preserve 
simplicity. Obviously where only three 


grades are used, “good,” in one indus- 
try may represent slightly more satis- 
factory conditions than in another sim- 
ilarly marked. “Fair” may indicate 
prospects of emerging from conditions 
now unfavorable, as in the case of the 
coal industry; or it may denote a defi- 
nite prospect of receding from present 
prosperity. “Poor” connotes unprofit- 
able operations, due to overproduction, 
flooded markets or low prices. 

The chart above is a comparison of 
the behavior of business barometers 
during the first four months of this 
year and the corresponding period of 
1925. They indicate the weakness of 
the raw material market and the down- 
ward trend of prices. On the other 
hand, such items as bank debits, car 
loadings, retail sales and railroad rev- 
enues give evidence of well supported 
activity in many directions. 

Following are the conditions in the 
various sections of the country. 





1. NEW ENGLAND STATES 


The basic industries of New England 
achieved the largest volume of business 
during 1925 of any peace time year, 
but whereas the activity extended well 
into 1926, some contraction has been 
developed. The general aspect of the 
section, however, remains one of mod- 
erate prosperity. 

The paper industry leads off, with 
first quarter operations exceeding those 
of last year. A price reduction in 
newsprint of $5 per ton at the first of 
the year served to stimulate contract- 
ing, and sales volume has been main- 
tained to a point where mills are near 
capacity with stocks still low. The 
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record production of 1925 bids fair to 
be equalled or exceeded, in view of the 
rapid growth of paper consumption. 
Extension of periodical and daily paper 
circulation, together with the spread 
of advertising, has resulted in an 
increase in paper consumption of 
10 pounds per capita in the past five 
years. 

The shoe industry, in common with 
others of this section, suffered from 
adverse weather conditions of a late 
spring. Moreover, while hide and 
leather prices average 7% lower than 
last year and special concessions to the 
shoe manufacturer have prevailed, the 
profit margin has not widened mate- 
rially. This has been largely due to 


irregular buying and the demand for 
cheaper goods. With the advent of 
warmer weather trade has picked up 
materially, and with the aid of a strong 
demand for women’s novelty,.is now 
close to normal operation with fair 
prospects. 

Textiles are not quite so happily situ- 
ated. The besetting difficulty is an un- 
satisfactory price margin. Whereas the 
trend of raw wool, silk and cotton has 
been steadily downward since January, 
1925, the finished goods have shown a 
similar tendency, averaging some 12% 
below last year’s levels. In disposing - 
of finished goods it has been necessary 
to contend with the difficulty, common 
to so many lines, of “hand to mouth” 
buying. Further, the market has been 
considerably contracted by the decline 
in export trade. 

At present, the feature of all textile 
manufacture is curtailment of output; 
but this comes after a period of con- 
siderable activity and is more or less 
enforced. Cotton mills, with sales vol- 
umes averaging 20% less than last 
year, with prices 1 to 5 cents per yard 
lower, are curtailing 25%. Woolens 
are under 70%, and the garment trades 
as low as 50% capacity. 

It is the general feeling that curtail- 
ment and low prices will be their own 
remedy and stabilization in the indus- 
try is anticipated. 

The Maine farmer produced a short 
potato crop last year. It coincided with 
a national shortage of 24% less than 
the preceding year and _ substantial 
profits were secured. This year, with 
the supply still meager, his prospects 
continue favorable. 

The Connecticut farmer, on the other 
hand, over-produced his tobacco, which, 
under the best conditions, must meet the 
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Only three grades of business conditions were 
chosen in order to present a simple and readily 
assimilated conception of general conditions. 
GOOD connotes prosperity, good production, profit- 
able market, favorable prospects. POOR is indica- 
tive of unprofitable operation, flooded market, low 
profit margin. FAIR, the intermediate grade, im- 
Plies satisfactory average with uncertain outlook. 
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competition of Porto Rican in the cheap 
cigar trade. This year he is bound to 
proceed with more conservatism to 
avoid disaster. 

Trade in New England has been 
fairly active. Retail sales have been 
good, the department stores reporting 
the best first quarter for this section of 
any year. Building, while breaking all 
records in 1925, quieted down somewhat 
early in the year, but struck its pace 
once more in April, exceeding the corre- 
sponding month of last year by 27% in 
value of building contracts. 
















2. MIDDLE ATLANTIC STATES 






New York City, as the chief commer- 
cial center of the country, reflects many 
national aspects of business. It indi- 
cates a decline in wholesale trade as the 
season advances, with accumulation of 
merchandise stocks in several lines. On 
the other hand, retail trade is at least 
on a parity with 1925, with department, 
shoe and apparel stores showing about 





















Boston— 






Manufacturing fairly active. 
Providence— 








New York— 








Value of building contracts in April largest ever 
reported. Retail and wholesale trade slowing. 


Curtailment in textile mills increasing. Machinery 
and tool manufacture in fair condition. Trade 
adversely affected by cool weather. 








9% better sales volume. Employment 
has shown a slight increase and manu- 
facture in the metropolitan district does 
not evince much curtailment except in 
garments and textiles. Chemical pro- 
duction is active and those lines con- 
tributing to the building industry con- 
tinue full operation. 

As a major seaport, New York is a 
witness to the prolonged struggle of 
shipping to wrest a profit from a world 
overstocked with ships and burdened 
with low freight rates. 

Of the major industries of the Middle 
Atlantic states, soft coal mining is prob- 
ably in the weakest position. It is an- 
other case of over-production. Indeed, 
it has been recently said with much 
truth, that our mines are over-developed 
and manned to a point far exceeding re- 
quirements. In which connection it may 
be noted that 32% of the electric power 
developed by public utility plants is now 
hydro-electric. 

In spite of price declines and general 
slackness of spring orders, curtailment 
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Industry and Trade in Twenty Cities 


Atlanta— 


New Orleans— 


progress. 





Cotton mills curtailing 25%, and manufacturing 
generally slowing. Building continues. good April 
exceeding last year by 25%. 


Unseasonable weather continues to affect retail 
trade; but manufacturers on full time with good 
prospects ahead. Considerable building is in 


of mine operations did not set in unti! 
the first four months of the year had 
seen 15% more bituminous coal pro. 
duced than in the corresponding period 
of last year. Reduction in mining js 
now in progress as the summer ap. 
proaches. As the belated lake season 
opens and foreign orders materialize, 
heavy stocks are beginning to come 
down. 

The anthracite operator is in much 
the same position as the bituminous, 
At the cessation of the strike he began 
maximum production. The anticipated 
spring demand, however, did not come 
up to expectations in spite of price cut- 
ting tendencies. It has been reported 
to Congress that the cost of mining 
anthracite is $6.25 per ton, of which 
labor constitutes $4.62, with a net profit 
realized of only $0.38. 

Obviously both anthracite and bitumi- 
nous coal producers are looking to their 
labor costs. As an indication of which, 
it is said that, despite the Jacksonville 
(Please turn to page 254) 
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Retail trade improves and of satisfactory volume, 
as season advances. Automobile sales good. 
Manufacturing in nearly all lines is in normal 
condition. Wholesale trade about 3% less volume 
than last year. 

Philadelphia— 
Manufacture, trade and building on a par with last 
year. Agricultural implements, automotive and 
electrical equipment active. Furniture and leather 
quiet. 

Pittsburg— 
Retail and wholesale trade only fair. Glass and 
hardware stronger. Coal shows poor sales volume. 


Cleveland— 
Iron and steel mills running slower than month 
ago but fairly busy. Coal improves as Lake 
season gets under way. Trade generally quiet. 

Cincinnati— 
Building active but in less volume than last year. 
Employment is good: Wholesale trade fair and 
retail recovering its volume. 

Detroit-- 
Automobile production curtailed. Residential 
building being pushed. Retail trade ahead of the 
early part of last year. 

Chicago— 
Steel industry strengthened during May. Manu- 
facture of machine tools and farm implements 
ahead of last year. Meat packing and dairy 
products in fair volume with prices trending lower. 
Retail trade is good. 

Baltimore— 
Wholesale and retail trade quiet, having suffered 
from late season. Building less than a year ago; 
but demand for steel, hardware, and paint con- 
tinues good. 





SS 


St. Louis— 
Shoe and clothing industries busy. Retail trade 
good, 5% over last year. Furniture sales only 
75% of 1925 and stocks high. 


Milwaukee— aks 
Building and contributing industries above normal. 
Machine and tool active. Trade has suffered from 
late season. 


Omaha— 
Retail trade fair; wholesalers handling greater 
volume than in corresponding period of 1925. 


Minneapolis— 
Flour orders light but milling in fair progress. 
Cash grain receipts while higher than 1924 are 
slightly lower than 1925. Retail and wholesale 
trade fair. 


Salt Lake City— 
Automobile sales good. Trade encouraging in both 
wholesale and retail lines. 


San Francisco— 

Canneries anticipate good season, in view of fruit 
crop, which is reported in excellent condition and 
two to three weeks ahead of usual. Trade normal 
now, for the season. Industrial development in- 
creased and electric power companies are making 
large expenditures to keep pace with demand for 
power. 


Portland, Ore.— 
Retail trade continues good. Lumber shipments 
improving. 

Seattle— 
Paper industry registers recent decline of 5% but 
prospects favorable. Trade good and employment 
up to last year’s levels. 















THE MAGAZINE OF WALL STREET 




















n until 
ar had 
| pro- 
period 
ing is 
or ap. 
season 
‘ialize, 

come 


much 
inous, 
began 
pated 
come 
e cut- 
orted 
ining 
which 
profit 


cumi- 
their 
hich, 
ville 


| 





























































have been sitting at the 

receiving end of “The 
Financial Mailbox,” answer- 
ing inquiries on stocks and 
ponds, fired at me by people in all 
walks in life and from almost every 
corner of the civilized world. Estimat- 
ing conservatively, I must have an- 
swered not less than two hundred thou- 
sand questions on financial subjects 
during these years; so, if you have 
ever written to this publication for 
opinion or data on a security, there is 
a fair chance that you and I are ac- 
quainted—mailwise. 

If I had begun a collection of .auto- 
graphs of celebrities when I first en- 
tered this profession, I would now have 
a priceless collection, for many who 
have written, will write no more. They 
have passed on to where financial re- 
quirements are dispensable... One letter 
came to me awhile ago and with it 
came memories—reminiscences, of a 
former baseball idol, loved by all those 
who ever came in contact with him 
either in social life or on the “diamond.” 
His letter preceded his obituary notice 
by a few weeks. I have often wondered 
since, whether or not that great big 
fellow had not sensed the end was near 
and was attempting to place his house 
in order. 


Fs: the past ten years I 


Some Famous People Write for 
Information 


Quite often letters are received from 
well-known people—a famous diva, a 
successful playwright, a prominent 
politican, a well remunerated college 
football coach or a matinee idol. Let- 
ters from bankers are very common. 
Executives and directors will write to 
ask how the securities of their own 
companies appear to us, marketwise. 
Probably they believe that our pro- 
ficiency may be greater than theirs, 
since we are not so close to the scene of 
action as they. I have seen letters from 
the inmates of Old Soldiers Homes. 
Patients in hospitals take their peh in 
hand also, while, even during a burst 
of sanity, an inmate of an insane asy- 
lum may write us a poignant letter. 
There is plenty here for the man who 
wants to watch the panorama of life. 

Not many years ago, the presence of 
a pink or blue envelope in the mail, 
called for immediate investigation, for 
only women used tinted stationery and, 
@ woman “in the market” in the old 
days was an oddity. But things have 
changed, the world has moved, back- 
ward or forward, which ever way 
Pleases you better, and the female of 
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The Problems of Our Readers As Seen by 


the Inquiry Department 


the species having demanded and re- 
ceived equal rights has become a factor 
of some importance in the stock market 
of today. 

Not so long ago, I decided to obtain 
a close-up view of the woman investor 
or speculator. In an uptown brokerage 
office, catering to women traders, a 
special room was set aside for them. 
There in that room sat about thirty- 
five to forty women, most of them in 
the early evening of their lives. Richly 
but smartly clad, only a few diamonds 
among them but many wedding rings, 
two gold, the others—platinum. The 
stock ticker stood at one end of a table 
and the tape ran its guided way through 
the centre to the opposite end. 
The eyes of those women followed its 
course and markings carefully, search- 
ingly. Eyes that did not blink; eyes 
that, when raised from that narrow 
tape, had a cold glint or tired look. 
Mouths were firmly set, so firmly set, 
that all which was left appeared as a 
narrow, colorless straight line where 
formerly a cupid’s-bow adorned. The 
faces were stern; some were lined. 
There were faces there that knew con- 
centration and consternation. Here 
were women who took their stock mar- 
ket activities seriously. But these 
women seldom if ever write for infor- 
mation. They are the well-known tape 
readers. 

Styles and kinds of inquiries change 
with the wind and offer an ever in- 
creasing interest to the work at hand. 
It would be impossible to list here the 
number and kinds of approach em- 
ployed to broach the subject as to the 
how, why and when of the information 
wanted. The range of questions in- 
crease daily. However, every now and 
then, mail is received and information 
requested on subjects absolutely for- 
eign to the supposed sphere of work. 
These questions range anywhere from 
asking the addresses of financially in- 
dependent widows, object—matrimony ; 
to the advisability of operating a Silver 
Fox farm in the back yard. 


Plenty of Human Interest 


Attorneys are constantly writing for 
information, especially when settling 
an estate. In many instances, as I 
read their letters, I can sense the anx- 
iety of the beneficiaries of a will as 
they await a reply. I can see them 
hoping that by some stroke of good 


fortune, the stock certificates 
which were found by rummag- 
ing through an old trunk or 
desk, possibly in a bureau or 
safe deposit box, will relieve 
the family from genteel poverty or put 
them on “easy street.” It is but human 
to build castles in the air; most of us 
do it sometime or other, but, those who 
are seeking such kinds of good fortune 
had better choose a better architect 
than I am, for, after all these years 
and opportunities, I have yet to be the 
messenger of “Lady Luck.” Always, 
have I found the securities to be worth- 
less or practically so. 

Even in the face of fraud laws and 
a deal of educating the investing pub- 
lic by various organizations especially 
THE MAGAZINE OF WALL STREET, a few 
slick gentlemen are still vigorously 
wielding their pens. Printers’ ink and 
Uncle Sam’s mail spreads far and wide 
and into hamlets where financial edu- 
cation, apparently, does not. But, let- 
ters to us do come out of these places 
and with it the request for information 
on the worst. possible conglamoration 
of oil, mining and “invention” stocks. 

I have often claimed that some people 
have a positive genius for getting them- 
selves into financial difficulties. This 
is not limited to folks living in the 
country. City people are by no means 
immune from purchasing promotion 
stocks, prospects or worthless securi- 
ties. Far from it! I am quite certain 
that city investors and speculators pour 
a lot of real American dollars into the 
financial quicksand. But, the investor 
or speculator from the cities at least 
may learn sometime in his life, even 
if it is after he goes “broke,” that there 
are such things as railroad, public util- 
ity and industrial securities; while a 
great many individuals from the well 
known place, commonly referred to as 
the “sticks,” remain true to their first 
and only love—oil and mining stocks. 

It is most surprising that a very 
large percentage of persons do not un- 
derstand or read correctly the printed 
word. Possibly it is because they at- 
tempt to find a loophole by which they 
may privately profit. Recently, there 
was published a reorganization plan of 
a railroad, setting forth a certain pro- 
posal to bond and stockholders; then 
mail began to arrive from these in- 
vestors asking for opinion and informa- 
tion regarding certain features of the 
plan. Without exaggerating, I defy 
anyone, from the originators of the 
plan down to our correspondents, to 
find anything in the text that would 
even remotely resemble the idea that 
(Please turn to page 252) 
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The Automobile Industry's 
Graveyard 


What Will Ford Do?—Possibilities 
for Important Mergers—Squeezing 


Out the Weaker Companies 


By JAMES J. KIRWAN 


OME startling changes are likely to 
take place during the next few 
years in the automobile industry. 

Beset by competition much fiercer than 
in most industries, the rate of mortal- 
ity among the weaker companies 
which has been so prominent a feature 
of the industry since its beginning, 
will probably not abate. On the con- 
trary, as estimated by the most compe- 
tent opinion in the industry, of the 
forty-nine companies to-day actively 
engaged in production of cars and 
trucks, not more than thirty are likely 
to be in existence in a few years. 
The accompanying diagram vividly 
portrays the underlying trend in 
automobile company mortality. 

Examination of automobile trade rec- 
ords since 1923 shows in that year one 
of the fourteen smallest operating com- 
panies produced but twenty cars; three 
others produced less than a thousand, 
while the remaining ten accounted for 
about 18,000 machines. Of the 3,694,- 
237 cars comprising that year’s total 
production, seventy-two companies sold 
3,675,287 units. 

By January of 1924, seventeen of the 
eighty-six companies referred to had 
passed out of business. Yet, production 
declined but 450,952 cars or less than 
14% from the previous year’s total 
while nearly 20% of the manufacturers 
disappeared. 

Last year cut down other weak mem- 
bers by sixteen, but production reached 
the highest levels in the industry’s 
history and nearly equaled, in that one 
year, the total production from 1895 to 
1917. 


Further Eliminations? 


Before the “Roll Call” is made for 
the 1927 Automobile Show in New 
York, five and possibly one or two more 
companies, with a total production of 
nearly 200,000 cars in 1925, in all prob- 
ability will have passed quietly to rest 
in the Automobile Industry’s Grave- 
yard, unheralded and unsung except by 
creditors and a great number of stock- 
holders. It is possible that these few 
eliminations will cause a greater loss to 
a larger number of _ shareholders 
than the passing of a dozen other 
companies. 

It would be a mistake to infer 
that only the smaller companies in 
this industry get into difficulties and 
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are forced to 
discontinue bus- 
iness. In fact, 
mortality is 
heaviest among 
organ izations 
with a fairly 
large production 
schedule and the 
causes of these 
difficulties are, 
most usually— 
over extension, 
excessively high 
production 
schedules, medi- 
ocre dealer rep- 
resentation and 
poor financing. 
All of the 
foregoing would 





seem to indicate 1921 1922 
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that some mer- 
ger, or one gig- 
antic group con- 
solidation would 
be essential in 
the automobile 
industry. It 
would be logical, 
and the prece- 
dents already 
established in banking, steel, railroads, 
equipments, petroleum, public utilities, 
mining and other businesses would be 
followed. 

Some investors and speculators are 
prone to believe that the next merger 
announcement will be of a vertical trust 
such as United States Steel, Ford 
Motors or Anaconda Copper, con- 
trolling and manufacturing from the 
raw to the finished product. Others are 
of the opinion that the lateral trust, 
similar to General Motors and Amer- 
ican Car & Foundry will be the pattern. 
Whether either of those definite forms 
will be followed, or whether there will 
appear an organization combining the 
better features of both styles, does not 
concern us as much for the moment as 
—Are automobile mergers in the mak- 
ing and, what will Ford do to save his 
rapidly tottering, low-priced, high pro- 
duction, monopoly “Empire”? 


opoly. 


If Ford will lead Who will follow? 


Ford’s supremacy in the automobile 
field is seriously threatened. Inroads 
have been made by competitors, slightly 


Closed Cars Shown in CAPITALS thus..GRAY - Touring Cors m Small Letters thus Ford 
" The “Under $1,000” Market 
The chart above shows how competition has grown “under $1,000.” 
In 1920 the Ford Model T touring car practically had a mon- 
Today there are 27 choices. 
January. Only 4- and 5-passenger cars dre listed. Names in capitals 
are enclosed cars; small type, open cars 


Figures each year are as of 


in 1925—terrifically, so far, this year. 
In face of a very large production in- 
crease by the industry during 1925, 
Ford’s production fell off about 10% in 
that year, while estimates for the first 
few months of the current year show 
that only about 55% of last year’s pro- 
duction in the corresponding period was 
maintained. 

The $1,000 car market chart pictures 
the situation clearly and proves that 
Ford is no longer in a supreme position. 
The market for cars selling in the 
neighborhood of $1000 is improving 
rapidly; but, competition is increasing 
and becoming more keen. Five years 
ago, only three manufacturers made a 
four or five-passenger type machine 
selling for $1000 or less and, Ford’s 


‘nearest price competitor was $455 


higher. This year, there are three cars 
selling for less than $500; eleven, for 
less than $750, while twenty-seven, all 
told, are priced at $1000 or under. 

But the Ford organization has 
proven itself both resourceful and 
courageous and has successfully met 
competition heretofore. What will be 
their next step? 
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The Ford family do not discuss their 
plans publicly, but) Wall Street has 
“Big Ears” and can hear when it can- 
not see. Piecing all of the parts to- 
gether, the most logical move would be 
for Ford to merge by taking over some 
other company or companies and, by so 
doing, have a line of cars meeting the 
car buying public’s favor, as to design, 
appointments, and pocketbook; pacify 
disgruntled dealers and use present 
manufacturing facilities which will 
undoubtedly become excessive and 
expensive by continuous declining pro- 
duction and demand for the Ford 
machine. 

The Ford family, through marriage 
relationship, is connected with the ac- 
tivities of the Hudson and Essex cars 
and it does not appear too far fetched 
reasoning to assume that Ford may 
eventually be identified with the future 
of these companies. He then would 
have the Ford, Essex, Hudson and Lin- 
ecoln to offer the auto buying world—a 
line equal to most and with a suffi- 
ciently large price range to satisfy the 
tremendous percentage of car buyers. 


Next? 


Generally, well versed automobile 
executives contend that consolidations 
in the industry are not advisable nor 
essential at present—‘“In the future? 
Possibly; but not now.” ‘“Theoreti- 
cally,” they say, “mergers and consoli- 
dations are supposed to effect consider- 
able economies by reducing duplications 
in manufacturing and’ personnel, but 





what few consolidations there have been 
in- the industry have not accomplished 
this expectation. If a consolidation 
could be effected whereby one motor, 
one chassis, one design of car and one 
set of appointments could be used for 
an entire line of cars selling at various 
prices, then a great savings could be 
had. But the car-buyer must be given 
his due consideration. Mr. Car Buyer’s 
choice is influenced by his pocketbock. 
Also, the process of elimination is gov- 
erned by many factors and is not al- 
ways limited to the mechanical perfec- 
tion of the car.” - 

The car buyer is held tightly to his 
dealer and manufacturer by the ex- 
change value of his car. Most often he 
has had satisfactory service and good 
results. Time and habit has made him 
accustomed to certain features of one 
ear. He also likes to feel that his 
choice of the car was the best. Some- 
thing about the piston displacement, 
wheel base, clutch, carburetor, gears, in 
short, that particular “Ol’ Bus,” just 
suits his purpose, and who will deny 
but such is sufficient, insofar as the 
buyer is concerned. Take one or two of 
these psychological features away from 
Mr. Car Owner and the main tie which 
has held him to his manufacturer is 
broken. “Consolidations and mergers 
are all fine sometimes,” these author- 
ities will say. “A merger for Smith or 
Brown would help, but not for us.” 
However, the thought. seems to belie the 
words. If a consolidation is good for 
one group why shouldn’t it be good for 
another with proper adjustments? 


Probably, the best example of proof 
to offer and prove that consolidations 
are not only a help to greater attain- 
ments but they also assist materially to 
solidify a company’s position, is one 
based on actual happenings. This 
year General Motors produced a new 
car, the Pontiac, and it is generally 
credited that the only good reason for 
its- creation was to give the Oakland 
dealers, a G. M. production, a better 
opportunity to make a profit. Now, 
could any other motor manufacturer 
besides G. M., which itself is in exis- 
tence because of a consolidation, at- 
tempt such action? G. M. places ex- 
treme importance on the human element 
phase of business and will go a long 
way to hold good dealers. 

The dealer plays a very important 
part in the success of any motor com- 
pany and it is a known fact that there 
are altogether too few satisfactory 
ones. The dealer situation is deplor- 
able—so bad, that many of the low pro- 
duction organizations will combine their 
sales departments sufficiently to per- 
mit consolidation or elimination of 
many dealers. The dealer situation is 
especially bad in localities of 10,000 to 
25,000 population. In many of these 
sections as many as a dozen dealers 
operate. So far, operations have not 
been profitable, but by eliminating a 
good proportion of the dealers the few 
left stand a better chance to make a 
living. 

Facts prove that consolidations are in 
the offing at the top and bottom of the 

(Please turn to page 278) 
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The Record of Automobile Companies Which Have Gone Out of Business 


The figures opposite each name indicates the year when the car entered the field, as near as can be determined from available 


records. 


for JUNE 5, 1926 


Those scratched out are the ones that have gone. 


mission, from Motor. 


This chart and the one on the opposite page reproduced, with per- 
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What Information Should Corpora- 
tions Withhold From Shareholders? 


Why Too Much May Be as Dangerous as Too Little 


GITATION for more corporation 
A publicity, especially to stockhold- 

ers, has grown apace in recent 
years, under the leadership of THE 
MAGAZINE OF WALL STREET. These ef- 
forts have by now met with a fair 
measure of success. A large number 
of corporations, though still a minority, 
publish far more information than was 
the case a few years ago. The remain- 
ing corporations, while not quite so 
communicative, at least 
give much more than 
the minimal informa- 
tion considered normal, 
say twenty-five years 
ago. 

Listing on the New 
York Stock Exchange 
of new issues of com- 
panies whose securities 
were already listed, or 
of new issues of con- 
cerns whose securities 
have not previously 
been listed, acts as a 
lever to compel much 
publicity. Such regu- 
latory features are be- 
coming more and more 
a policy of the New 
York Stock Exchange. 
Yet, while great pro- 
gress has been record- 
ed, it is true that by 
far the longer section 
of the road has yet 
to be traversed in this direction. 

At such a juncture as the publicity 
situation has now reached, it becomes 
important to inquire just what infor- 
mation can be revealed to the investor 
so as to promote his interest, and what 
information, if revealed, would tend to 
damage his interests. A good guide to 
the limits of publicity in the future 
will be found in the experience of the 
past. Of this, the railroads are the 
most important example. 

Due to the tremendous abuses that 
were a feature of railroad history, 
public agitation compelled the enact- 
ment of statutes compelling the rail- 
roads to report uniformly both as to 
assets and liabilities, and as to income 
statements. The Interstate Commerce 
Commission receives these reports, and 
is not only an information receiving 
body, but a regulatory body as well. 
Owing to the law. there is more in- 
formation available about the railroads 
than any other type of corporate en- 
terprise. 

Uniform accounting has been carried 
into effect despite the initial protests 
of the carriers. We were formerly 
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told that coalers like Norfolk & West- 
ern, grangers like Great Northern, local 
roads such as Boston & Maine, and 
roads with predominantly passenger 
revenues, such as New Haven could not 
possibly report intelligibly on the one 
system. Yet they do, and all their dif- 
ferences do not have the slightest effect 
on the merits of their uniform method 
of reporting financial data. Because of 
this result, it has been hastily inferred 





6677 .HE investor is fully within his rights in de- 

manding more information as to company 
assets, earnings and production figures. 
a right to the maximum quantity, quality and fre- 
quency of such information. 
much uniformity of reporting as consistent with 
various types of business. But his right to informa- 
tion ceases at such points at which publicity would 
serve to imperil his equities by divulging such in- 
formation as would place his company at a disad- 
vantage with competitors.” 





He has a right to as 


other. In the first place, compulsory 
complete information is required of 
rails and utilities by regulatory bodies 
having the power of punishment. Such 
procedure is impossible with reference 
to private business without, in effect, 
enacting socialism into the laws of the 
land. 

The second important difference is 
that whatever their economic varia- 
tions, all of these companies (rails 
and utilities) are mo- 
nopolies, or quasi-mo- 
nopolies, so that they 
do not have to fear 
that competitors will 
have them at a disad- 
vantage by reason of 
published information. 

The third and most 
significant difference 
is that their franchises 
are the creation of the 
state, and that since the 
state has conferred 
monopolistic, or semi- 
monopolistic privileges 
on them, it has an in- 
herent right to demand 
in exchange an account- 
ing of their steward- 
ship from such corpora- 
tions. 

The only instance 
where the government 
would be in a similar 


He has 





that differences among industrials will 
not prove more refractory with refer- 
ence to issuing uniform reports. But 
this, as we shall see later, is a position 
that ignores the fundamental economic 
differences between the rails and in- 
dustrials. 

Operating public utility. companies 
in the several states are subject usu- 
ally to comprehensive state regulation, 
and enforcement of continual reports 
on a uniform accounting basis. The 
principal reason for such action lies in 
the relation between capital value and 
earning power on one hand, and rates, 
on the other. It follows that any state 
regulatory body having jurisdiction 
over rates, by virtue of that fact, ought 
to be supplied with all the data neces- 
sary towards fair and intelligent action 
on those rates. Hence traction, elec- 
tric light and power, gas, steam and 
water companies have adequately re- 
ported, each on uniform reports for its 
group, and the investor is that much 
ahead on information received. 

There are three marked differences 
between rails and public utilities on 
the one hand, and industrials on the 


intrenched position 
would be either where it has granted 
exemption from taxation, as in the 
case of religious and charitable in- 
stitutions, or where it has granted 
a bounty, as England does her coal 
mining companies, or lastly where the 
industry so obviously exists merely be- 
cause of prohibitive tariffs, that pro- 
duction cost is an immediate object of 
government concern. Such corpora- 
tions would be, say, gasolene compa- 
nies producing helium for the national 
defence. But as the industrial world 
goes, these companies are infinitesmal. 
Ninety-nine per cent of industrials 
have no economic resemblance what- 
ever to rails and utilities. 

Public Utility holding, management 
and engineering corporations, etc., al- 
though far more important financially 
to-day than operating companies, are 
not similarly regulated nor compelled 
to make public every detail of their 
operations. They are, in law, merely 
stockholders like any other corpora- 
tions. But, while public regulation 
would not be very desirable for such 
companies, the nature of their opera- 
tions is such that investors have right- 
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* have no production costs 


ly felt that they owe more information 
to stockholders than is the case witk 
industrials. 

There can be no doubt that many of 
the larger utility holding companies see 
their duty admirably in this connection. 
They distinguish critically between con- 
solidated income accounts and income 
actually received from dividends, in- 
terests or cash payments from sub- 
sidiary companies. It is obvious, for 
example, that where the paper earn- 
ings of a group of utility companies 
and the parent company, show earn- 
ings of 1.50 times fixed charges, and 
cash income was only 60% of such fixed 
charges that fixed charges have been 
earned only 0.9 times, so that the cur- 
rent assets position of the company has 
been somewhat weakened. For public 
utilities such current assets position 
has not anywhere near 


vestment, and the second is the con- 


duct of industrial and commercial 
operations. The two interests are not 
similar and are often opposed. Yet even 
the most enthusiastic advocate of the 
investor must concede primarily that 
the business must first live and suc- 
ceed if it is to be a good investment at 
all. Hence its industrial and commer- 
cal operations are primary, and any- 
thing which seriously injures them is 
not in the interest of the investor. Ac- 
cordingly such information as would 
give competitors an undue advantage 
should be looked at askance. 

The only reason why corporations 
give out information is that the giving 
out of such information results in ad- 
vantages to the corporation. In the case 
of investors such information is dis- 
closed because the corporation is in a 





out. To this day, many small shop- 
keepers, whose credit standing is due 
to personal contacts with salesmen, re- 
sent any question as to their credit 
position or earning power. The next 
stage is to reveal such information to 
the banker, and then only enough to 
obtain the credit required. Later, min- 
imal information is given to credit 
agencies, so as to obtain better accom- 
modation from wholesalers, etc. The 
very last step is to reveal still more, 
in order to obtain new partners; that 
is, stockholders. All along the line 
business has safeguarded as much in- 
formation as it can, and revealed only 
as much as was needful for special 
purposes. Experience of the past 
throws light on the need both for pub- 
licity and for silence. 

There has been a great increase in 
sheer quantity of infor- 
mation concerning cor- 





the importance it would 
have for industrials, so 
that such differences 
can usually safely be 
revealed. In fact, sim- 
ilarity of operations 
and shareholding in 
semi-public undertak- 
ings such as the utili- 
ties, make uniform re- 
porting of public utility 
holding companies com- 
paratively easy as 
against industrials. 
Hence there is little 
reason why the fullest 
publicity cannot be the 
rule among such cor- 
porations. 

Industrial corpora- 
tions are enormously 
diverse. This is the 
prime difficulty in the 
way of uniform report- 
ing. They are highly 
competitive. That is 
the chief obstacle in the 
way of full publicity. 

To take the less im- 
portant data first. Take 
a company producing 
automobiles, such as the 
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Mr Richard D. Wyckoff, Editor, 
Magazine of-Wall Street, 


42 Broadway, New York City. 


Dear Yr. Wyckoff:- 
As your journal has been very active in encouraging corporation 
publicity and in criticising misleading reports by Executives, I think you will 
find tne enclosed copy of our Annual Report of some interest, aside from the 
reported results of operation, as it furnishes rather more detail than is the 


general practice of corporations. 
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porations. All of this 
increase of quantity of 
information is welcome, 
though much has not 
the importance com- 
monly assigned to it. 
Extensive information 
is given concerning na- 
ture of business, divers- 
ity of operations, em- 
ployee benefits, etc., 
which though large in 
volume are secondary 
in importance to crucial 
financial information. 
Sometimes the corpora- 
tions giving the most 
complex and compre- 
hensive reports are pre- 
cisely those who give 
the least significant in- 
formation in guiding 
the investor. Never- 
theless, the reason why 
such quantity informa- 
tion, irrespective of 
quality, is welcome is 
that it may suddenly 
become very useful. 
For example, the beau- 
tiful and compresensive 








Hupp Motor Car Com- 
pany. It is not in the 
same position as Shu- 
bert Theatres which 


of a similar nature. 

Compare these again with F. W. Wool- 
worth. In the latter corporation, fixed 
capital is a lesser consideration than 
trade turnover. None of these resem- 
ble “vertical trusts” such as U. S. Steel. 
Mere size of operations also makes a 
great difference. No one for a moment 
assumes that there is great similarity 
between General Electric and Weston 
Flectric Instrument. Neither corpora- 
tion is in the same position with re- 
spect to the significance which bank 
oans, say, would have, assuming Gen- 
eral Electric to be in any such position. 
Hence the great diversity of industrials 
Would not only make uniform account- 
ing difficult, but also misleading. 

By far the more important phase is 
the competitive situation. A business 
as two angles. One is the angle of 
the business considered as a public in- 
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We reprint the above to show that the question of adequate corporate pub- 
licity is considered vital by a growing number of corporations, of which 
the Republic Iron & Steel Company is among the more important. 


public market for capital and it must 
show equivalent value for its capital 
stock. In the case of non-public cor- 
porations, the principal reason for is- 
suing statements is the obtaining of 
credit. In the case of taxation, of 
course, information is compulsory, and 
hence need not be included here. 

If one goes over the history of cor- 
poration publications concerning bal- 
ance sheets or income statements, one 
sees at once the legitimate limits that 
have ruled in the past. A hundred 
years ago, it is safe to say, there was 
practically no publicity about any cor- 
porations, except, perhaps, such as the 
Bank of England. Not even the United 
States Bank was any too communi- 
cative. If anyone had entered a count- 
ing house and asked any questions, he 
would have been summarily escorted 


descriptions of their 
operations by the Union 
Carbide Company will 
enable a reader, almost 
automatically, to judge 
the effect that a new 
invention may have on certain of their 
operations. In the case of certain cor- 
porations their very business, in and of 
itself, reveals much about their opera- 
tions. For example, a critical study of 
the Sears-Roebuck catalogue will teach 
a wide-awake investor much about the 
company. 

Nevertheless, it remains true that 
without the knot of complete financial 
information, the string of information 
about operations, etc., will not tie up 
any real knowledge. With reference to 
quality of information, as compared 
with quantity, the question of what may 
or may not be revealed becomes acute. 
For example, a large number of cor- 
porations report only net income and 
not gross revenues. The analyst of 
their securities may be in the dark as 

(Please turn to page 272) 
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Boston & Maine R. R. 








B. & M. Well on the Road to 


Complete Recovery 


Unusual Profit Opportunities Presented by Road’s Securities 


In the May 23, 1925, issue, we pub- 
lished the first authoritative review of 
the Boston & Maine reorganization (by 
Nathan L. Amster, then Chairman of 
the B. & M. Stockholders’ Committee), 
together with a recommendation of the 
road’s securities which have since ad- 
vanced considerably. The road’s as- 
tonishing progress requires further 
comment. 


ERHAPS the most favorable com- 

mentary that can be deduced in 

respect to the general railway 
situation lies in the very evident im- 
provement of the sore points of the in- 
dustry. The New England roads have 
been notoriously in difficulties in recent 
years and no road in the group has 
been confronted, until lately, with a 
more discouraging outlook than Boston 
& Maine. In fact, as recently as 1924 
the difficulties of profitable operation 
and maintenance of credit looked well 
nigh insurmountable. In this relatively 
short period of time, however, the com- 
pany has beyond doubt turned the cor- 
ner and would appear destined to re- 
gain eventually a good measure of its 
former superior standing. 


Once A Tower of Strength 


For many years the common stock 
constituted an investment stronghold. 
Dividends were paid uninterruptedly 
from inception in 1842 to 1913, a period 
of 72 years. In 1902 the stock, on a 
7% basis, was quoted at over $200 a 
share. There is little question, how- 
ever, that in the later years of this 
period dividends were maintained at 
the expense of the property, and in 
fact from 1907 onward the road may 
be said to have continuously declined. 
In producing this result, a too ambi- 
tious program oi expansion played an 
equally important: part with the policy 
of paying large dividends and, con- 
sequently, returning an_ insufficient 
surplus to the property. 

In 1914, the road went into the hands 
of a receiver to be reorganized in 1919 
along lines, which shortly proved 


220 


By J. A. POLLOCK, JR. 


Boston & Maine’s Improving Record 


BALANCE SHEET Dec. 31, 1916 
(millions) 

Road and Equipment.. $92.1 

Other Investments .... 16.5 


Funded Debt 

First Preferred 
Preferred Stock 
Common Stock 


Working Capital 
Depreciation Reserve . 
Surplus 


*Current liabilities exceed current assets. 
$4,663,200 of matured but unpaid obligations shown under current liabilities and 
***Decrease. 


not under long term debt. 


INCOME ACCOUNT 
(millions) 
Gross Revenues $55.3 
Net Operating Income 12.4 
Other Income 
Fixed Charges .. 
Net Income 
First Preferred Divi- 
dend Requirements 


*Includes adjustment of $5,712,538 
Note: 


1916 


Dec. 31, 1919 


1919 


1925 earnings include Vermont Valley and Sullivan County RRs. 





sidiaaniataimaasinaieelaa 





—s 


Increase 1925 


Dec. 31, 1925 over 1919 


$183.6 
16.8 


$211.6 
21.0 


$232.7 


103.0 132.0** 
38.8 38.8 
3.1 3.1 
39.5 39.5 


184.5 213.5 


2 10.6** 
7.3 14.7 
13.6 12.5 


**In company’s balance sheet 


$28.0 


$200.5 


1925 Increase Over 
1916 1919 
471% 12% 
she 609 

36 75 
48 #44 
12 
25 


to equalize federal rental. **Decrease. 














wholly inadequate. Apparently the er- 
ror of this readjustment was in the 
assumption that the immediate difficul- 
ties were entirely the result of federal 
control and very little the result of the 
road’s own mistaken policies of the past 
and inferior physical condition. This 
is illustrated in the immediate payment 
of dividends out of a surplus provided 
by the government rental—a surplus 
that would otherwise have been a large 
deficit. Further payments, on a re- 
duced scale, were made in 1920 out 
of the same provision and in 1921 were 
of course omitted, when a deficit of 
$6,612,421, thoroughly proved the in- 
adequacy of the 1919 reorganization. 
The chief features of the latter were 
the exchange of guaranteed stocks of 


ae 


some eight leased lines into Boston & 
Maine first preferred stock, consolida- 
tion of the former with the parent 
company, including assumption of the 
subsidiary debt, and extension of up- 
wards of 20 millions of credit for need- 
ed improvements by the Director Gen- 
eral. 

The general changes of reorganiza- 
tion can be noted in the comparative 
balance sheet items in the appended 
tables. A sufficient commentary on 
this broad period is embraced in the 
fact that while approximately 150 mil- 
lions of securities, of which 100 millions 
were debt, were issued between 1907 
and 1923 in financing improvements and 
expansions, but 1.5 millions of surplus 
earnings were returned to the property, 
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although 14 millions were paid out in 
dividends. 


Low Point Reached In 1923-4 


While the low point in earnings was 
reached in 1921, the low point in credit 
and prospects of the road was-undoubt- 
edly reached in the early half of 1924. 
It was then that the penalties result- 
ing from the 1922 shopmen’s strike 
and the anthracite strike could be fully 
scanned in the 1923 earning statement. 
Except through virtue of the govern- 
ment rental the road had been operated 
at a deficit for seven continuous years. 
Road and equipment had fallen into 
deplorable disrepair. There’ was no 
cash to make such needed improve- 
ments. Within the ensuing six years 
some 67 millions of bonds fell due and 
within a few more years an aggregate 
of 100 millions in obligations, or two 
thirds of the entire debt. The com- 
pany was without credit to provide for 
refunding of these obligations. The 
receivership seemed a certainty. Com- 
mon shares were purchasable at $8, 
preferred issues for a few dollars more, 
and the bonds at 60% of par. 

At this time, when bankruptcy seem- 
ed the only solution, the tide had al- 
ready begun to turn. In 1922 the na- 
tional regulatory body took cognizance 
of the special handicaps of operation 
under which the New England rail- 
ways were placed and which are too 
well known to require recapitulation 
here. In 1922 the Interstate Commerce 
Commission made a finding tantamount 
to an order that the New England 
roads should receive a 15% increase 
of rates divided with the trunk lines. 
It should be noted, however, that it 
was not until 1925 that Boston & Maine 
came to agreement with connecting 
roads on this score. This was followed 
by awards taking effect in 1924 of in- 
creased mail and commutation rates, 
estimated to yield together one million 
annually. Aided by these factors, an 
improvement in equipment condition 
and an open winter there was earned 
in 1924 a surplus after all charges of 
$2,107,735. This was hardly sufficient 
to restore the credit of the concern to 
a point where impending maturities 
could be cared for. 

The next move was up to security 
holders and it is due to the prompt and 
intelligent action of creditors and own- 
ers that an expensive and probably 
protracted receivership will almost cer- 
tainly be avoided. 


Proposed Readjustment of Road 


A committee was formed which after 
studying the situation proposed a vol- 
untary readjustment of the company’s 
finances. The chief features of this 
Program were the extension of matur- 
Ing bonds and the provision by stock- 
holders of new money to meet certain 
hecessary improvements. The plan, 
now slightly modified has been approved 
by over 80% of all classes of securities, 
Including the largest stockholder, the 
New Haven railroad, owning through 
the Boston Holding Corporation 27% 
of the total Boston & Maine common. 
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Under the modified plan, holders of 
$43,522,000 bonds maturing 1925-32 
will accept a 15-year extension of the 
due date, receiving 5% interest during 


the period of extension and gaining the 


privilege of conversion into new 7% 
prior preferred stock at par. To pro- 
vide cash 13 millions of the new prior 
preferred stock will be subscribed for 
by the various classes of stockholders, 
failing which they will surrender a por- 
tion of their ,kholdings. Old first pre- 
ferred stockholders will surrender ac- 
cumulated back dividends amounting to 
between $13 and $22 depending on the 
class of stock, but may become entitled 
to receive payments on this account 
after 6% has been paid on the common. 

Over $11,200,000 of the new 7% prior 
preferred has been subscribed for and 
with filing of application before the 
Commerce Commission for authority to 
issue this stock and $43,522,000 of ex- 
tended bonds, Boston & Maine would 
appear ready to put its troubles behind 
and embark upon a highly promising 
future. 


Improvement Program Promising 


As a result of its investigation the 
committee recommended an _ expendi- 
ture for needed improvements of 
twenty to thirty millions over the next 
few years and the abandonment of non- 
productible mileage. Some of the more 
startling physical defects in Boston & 
Maine’s make-up were: 

(1) That 45% of the total mileage 
produced only 3% of the total revenues 
and was consequently run at a loss es- 
timated at three millions annually. 

(2) On but one small division (Rot- 
terdam Jct. to Greenfield, 104 miles) 
could the road’s heaviest and most up- 
to-date locomotives be operated, due to 
the lightweight of bridges elsewhere. 

(3) That the Boston Station, one 
of the heaviest density terminals in the 
world, was the result of haphazard 
growth, badly located and highly in- 
efficient. This terminal situation was 
particularly true of the machine shops 
and freight yards, a large portion of 


the latter lying over tidewater, neces- 
sitating the maintenance of 60,000 pil- 
ings. 

(4) Bad main line grades and sep- 
aration of “double-track” in places by 
distances of a mile or more. 

The existence of such factors, many 
of which can be eliminated at relatively 
small cost, spelled no reason for dis- 
couragement, once the corner could be 
turned and credit reestablished, but, in- 
stead, boundless opportunity. The real 
feature is that Boston & Maine has 
done as well as it has under such tre- 
mendous handicaps. An additional in- 
vestment in the property will be pro- 
ductive of an extraordinarily large re- 
turn. 

In the program of dropping non- 
profitable mileage, application has al- 
ready been made to abandon some 259 
miles. To date permission of abandon- 
ment has been granted in respect to 
97 miles, refused in the case of 69 miles, 
and 65 miles compromised, while action 
on 28 miles is still pending. : 

In the same general program a great 
deal is being accomplished along the 
lines of replacing steam with gasoline 
motive power on light traffic branches, 
and the substitution of automobile for 
rail service. To the latter end the Bos- 
ton & Maine Transportation Company 
was organized, commencing operations 
May 17, 1925, and in the first seven 
and a half months to December 31, 
about came out evenly from a financial 
standpoint. 

To conduct its improvement program 
the company is in the best financial 
position in many years. Net quick 
assets on December 31 last were $14,- 
737,846 and included $4,448,320 of cash. 
An award against the government for 
back mail-pay in the amount of $800,- 
000 has recently been made. Consider- 
able funds will be supplied by sale of 
surplus real estate, particularly in 
Boston. From such sales in recent 
years there has been realized—between 
1920 and 1924 inclusive—$2,176,000 
and in 1925, $544,000. 

The principal addition to cash re- 

(Please turn to page 286) 
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Pennsylvania R. R. 





Pennsylvania Expected To Raise 


Dividend Rate 


What a $3.50 dividend would mean for the 


stock—Effect of dividend action on other rails 


N 1907, for but one year, Pennsyl- 

I vania paid a dividend of 7% on its 
$50 par, common stock, or $3.50 

per share. From that year on it paid 
6% until 1921, 4%% in 1921-22 and 
6% again thereafter. For four years 
there has been no change in the divi- 
dend, but 1925 earnings have been such 
as to inspire the belief among many 
that the dividend rate can again con- 
veniently be raised to 7% or $3.50. On 
the nearly 10 million shares of com- 
mon stock, this increase of dividend 
would call for an expenditure of 5 mil- 
lion dollars. 

Such action, if taken, would have a 
meaning that no other dividend in- 
crease by any other railroad could pos- 
sibly have. Whether or not it is to- 
day a market bell-wether, Pennsylvania 
is most undoubtedly a bell-wether of 
rail policies. Favorable dividend ac- 
tion by this great system would re- 
dound to the benefit of high-grade rail 
stocks of other companies. In other 
words, it would be of interest to more 
than Pennsylvania stockholders. The 
reason is simple; Pennsylvania remains 
the greatest system in the world. Its 
gross operating revenues of 672 mil- 
lions are unapproached, and its 1.8 
billions in assets and liabilities is tre- 
mendously impressive. It counts over 
140,000 shareholders. Its dividend pol- 
icy has always been conservative. 
Hence any raise in its dividend rate 
would presage more liberal disburse- 
ments for stockholders in other sys- 
tems and therefore bring about a higher 
level of stock prices. 

In fact, it has been the earnings per 
share, and the low dividend return that 
have militated, for the present, against 
Pennsylvania stock enjoying better 
quotations than prevailing price of $51. 
For book value per share is at least 
$86 per share, which is in excess of 
any price that Pennsylvania has com- 
manded. The high price, in this cen- 
tury, was $85 in 1902. 

Earnings on Pennsylvania stock per 
share have been $5.16 in 1923, $3.82 in 
1924 and $6.28 in 1925. On the basis 
of the three year showing, the stock at 
51 is selling at slightly over ten times 
average earnings of $5.07 per share. 
On the basis of 1925 earnings alone, 
however, Pennsylvania is selling at 
only 8.1 times its earnings. On a $3 
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Pennsylvania’s Dividend 


Record 





Percent 
Divi- of Dividends 
dends to Earnings 


$3.00 70.5 
3.00 69.9 
3.00 91.1 
2.25 92.2 
2.25 69.2 
3.00 58.1 
3.00 78.5 
3.00 48.1 


Earned 
per Share 
































A—Government operation for 1918, 1919 
and part of 1920. Actual earnings given 
under government arrangements. 











dividend basis, the stock is selling to 
yield 5.88%. But 1926 earnings appear 
to be continuing the level of 1925, so 
that earnings of at least $6.30 are fore- 
shadowed for this year. Even on 
the three-year average of $5.07 per 
share, an increase of dividend to $3.50 
would be justified. Assuming earnings 
of $6.30 for 1926, earnings for the four 
years would then average $5.38 per 
share. 

In 1925, earnings applicable to the 
common stock were 62.2 millions, of 
which 30 millions were disbursed in 
dividends. This left, after further de- 
ductions for sinking fund and reserves, 
about 26 millions to be transferred to 
Profit and Loss surplus. Had 5 mil- 
lions been disbursed as an extra divi- 
dend of 50 cents per share, about 21 
millions would have been allocated to 
Profit and Loss surplus. Hence the 
possibility of this increase of dividend 
on the basis of past earnings and pres- 
ent earnings seems demonstrated. 

On the present basis of a yield of 
5.88%, such dividend action would put 
the stock up to 60. But, as a matter 
of fact, there is no reason why Penn- 
sylvania stock, after a second year of 
continued good earnings, should sell on 
any other than a 5.50% yield basis. 
Such a basis would be assisted by the 
confidence engendered by favorable 
dividend action. This action, in view 
of company conservatism, would right- 


fully be interpreted as confidence that 
the future earnings of the company 
would be expected to continue at pretty 
much present levels for a long period. 
With the bonds selling better than 
4.75%, the stock, on a 5.50% income 
basis, would then sell at about 65, or 
at ten times present earnings. Such 
a forecast seems eminently reasonable. 

In estimating earnings of $6.30 cents 
per share, it has been assumed that 
1926 earnings for the first quarter will 
not be duplicated in the ensuing three 
quarters, in their superiority over 1925 
showing. In the first three months of 
1926, as against the same period in 
1925, Pennsylvania showed an increase 
from 155.6 millions gross revenues to 
164.2 millions. Net operating income 
rose from 15.1 millions to 17.9 millions, 
an increase of about 18.5%. This in- 
crease in net is due to reduction of 
operating ratio from 84.5% in first 
quarter of 1925 to 83.2% in the same 
period in 1926. This decreased operat- 
ing ratio is all the more constructive in 
that the maintenance costs were in- 
creased by about 1.8 millions or 3%. 

So long as operating ratio continues 
to decline, while maintenance is hand- 
somely provided for, both present and 
future earning power of the road are 
buttressed. Present earning power is 
increased by net operating revenues 
growth, and future earning power by 
improved condition of the road. 

Expenditures for new equipment are 
not expected to reduce the net earnings 
this year as much as in 1925. It is 
understood that 30 millions for new 
equipment is contemplated this year, 
as against 44.6 millions for the entire 
system in 1925. 

Earnings of more than $7 per share 
would not be surprising. That a $3.50 
dividend could be paid is shown espe- 
cially by the strong working capital 
position. It shows 80 millions in net 
current assets and 52 millions in U. 5. 
Government securities or 132 millions 
as against 111.5 millions a year before. 
Any company that can improve its 
liquid position with ease by 20 millions, 
out of net earnings (including 37 mil- 
lions income from investments), ce!- 
tainly can increase its dividends by 5 
millions. There is therefore great war- 
rant for believing an increase in divi- 
dends to be within hailing distance. 
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ta must be relied on for a large section os, ies 94% 
ef of new issues. DEBENTURES 
. Forei 
oe tise ign bonds have shown marked Am. Chain, 8, F. Deb. 6s, 1993....(a).. 6.84 100% 5.95 
Overy with the recent defences of Am. Type Founders, Deb. 6s, 1940... --- 108% 5.78 
re. falling French, Belgian and Italian ex- aaa... 3.990 99% 5.81 
its changes. Polish 8s were liquidated on se a ha ; as 
ns. hews of i Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 
il. hand t the revolution. On the other Earnings are on five year basis unless shorter basis is only one available. Where bonds 
; , a new offering of Brazilian 6%s are assumed, earnings of guarantor company are given, 
er- was well absorbed X—Guaranteed by proprietary companies. Y—Recent earnings about $2.16. Z—lInterest 
+5 Th - only guaranteed by Canadian Pacific. C—Listed N. Y. Curb market, All others on N. Y. 
e outlook for bonds, as a group, Stock Exchange. 
ir remains favorable and we invite atten- 
vi- tion to the accompanying list of recom- 
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What Opportunities in “Income’ 


Bonds? 


5 


Difference Between Income and Adjustment Issues—Where They 
Resemble Preferred Stocks—Which Are the Attractive Issues? 


cupied at this time with studying 

the relative position of stocks and 
bonds in the investment market, with 
a view towards determining which type 
of security will afford the greatest 
profit possibilities in the special eco- 
nomic situation likely to prevail in the 
near future. Rarely is attention de- 
voted to such securities as lie betwixt 
and between the two grand divisions 
of finance; i.e., bonds and _ stocks. 

The income bond is a peculiar hybrid, 
much more so even than the average 
adjustment bond. Adjustment bonds 
have usually originated in railroad re- 
organizations. The reorganization 
committee may have sought to reduce 
the fixed charges of the road, and in 
order to do so may have had to reduce 
the principal amount of mortgage 
bonds outstanding, or change the char- 
acter of the assets and income liens on 
such bonds, or, frequently, do both. A 
majority of adjustment bonds are, 
therefore, really junior mortgage in- 
come bonds, upon which interest pay- 
ments are met only when earnings 
justify their payment, and when the 
declaration of such interest payment is 
specially ordered by the board of di- 
rectors. Such declarations make in- 
terest payments on these bonds similar 
to dividend payments rather than 
coupon payments on bonds, which are 
compulsory, irrespective of the earn- 
ing’s position of the corporation issu- 
ing the bonds. In a minority of cases, 
adjustment bonds are simple :deben- 
tures, being secured by no special lien 
whatsoever. In such instances, adjust- 
ment bonds are really mere prior pre- 
ferred stocks, with one difference, and 
that is a maturity date. Of course, 
callable provisions on prior preferred 
stocks, would make even this latter 
difference almost indistinguishable. 

It is clear, however, that it is not 
accurate for investors to think of ad- 
justment bonds, as in effect mere prior 
preferred stocks, although that is their 
position in the capital and earnings 
structure of the company. 

The most vital difference between ad- 
justment bonds and the more usual 
mortgage bonds, is that the non-pay- 
ment of interest upon the adjustment 
bonds does not authorize the holders 
to institute proceedings towards fore- 
closure. This is true even with re- 
spect to such adjustment bonds as en- 
joy junior liens upon property of the 
issuing corporation. Interest payments 
upon such bonds cannot be demanded 
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until all prior obligations have been 
met, including taxes, rents, etc., and 
then only if a surplus thereafter is 
earned. Even then, it is possible for 
only a part of such surplus earnings 
to be disbursed as interest, since the 
company has a proper right to con- 
serve parts of such surplus earnings 
for expansion, contingencies, etc. 
Where such withholdings of interest are 
grossly unjust, however, the bond- 
holders would not be denied recourse 
to court action. Their position here 
would be identical with that of stock- 
holders petitioning for their equitable 
rights in the surplus of a company. All 
adjustment bonds, though, have a prior 
claim upon earnings to any of the stock 
issues. 


Income Bonds Closely Resemble 
Adjustment Bonds 


The term “income bonds” includes all 
bonds, among them adjustment bonds, 
upon which interest payments are 
forthcoming only when earned by the 
corporation. Like adjustment bonds, 
income bonds usually have resulted 
from railroad reorganizations, or, as 
in New York Railways, traction re- 
organizations. Holders of mortgage 
bonds, which had previously been de- 
faulted, have been required to take in 
exchange such income bonds, either as 
a substitute for all of their previous 
mortgage bond holdings, or after a 
scale down of mortgage bonds, as a 


remainder amount to even up the prin-: 


cipal amount of .mortgage bonds for- 
merly held. As with adjustment bonds, 
such income bonds sometimes enjoy 
junior liens on the property of the 
issuing corporation. Such liens are 
sometimes, however, senior obligations. 
As a rule, though, they are at the bot- 
tom of the funded debt, in mortgage 
position. Occasionally, income bonds 
are in effect collateral trust bonds, and 
in several cases merely debentures. In 
this latter instance they are prior pre- 
ferred stocks with maturity dates. 

As with adjustment bonds, failure to 
pay interest, is not a cause of fore- 
closure. If interest is amply earned 
and remains unpaid, court action can 
contemplate suit for payment, but not 
foreclosure. A distinguishing feature 
of income bonds is the provision that 
when the nominal rate of interest has 
not been earned, then such portion of 
the interest as has been earned may be 
authorized for payment on the bonds. 
Although certain preferred stocks are 


in the same position, taken, on the 
whole, this provision closely relates the 
income bond to the common stock. 
Common share dividends, of course, 
vary in amount according to earnings. 
Hence, it is not at all uncommon, as 
in the case of International-Great 
Northern adjustment 6s, to see a 4% 
disbursement on a 6% bond. In the 
accompanying table, current income has 
been computed on the basis of payments 
for 1925, and not upon nominal in- 
terest rates. 

Income bonds, of course, carry no 
coupons. Interest is declared payable 
on the basis of operations for the fore- 
going year, or more rarely, half year. 
Hence, income bonds fluctuate errati- 
cally with the rise and fall of their 
interest prospects. In this they resem- 
ble common stocks. 

Income bonds are either cumulative 
or non-cumulative. In several in- 
stances, as in New York Railways in- 
come 6s, they are cumulative to a cer- 
tain date, and non-cumulative there- 
after. In other instances, they are non- 
cumulative until a certain date and 
cumulative thereafter. The former 
provisions make such income bonds at- 
tractive immediately after a reorgani- 
zation, the latter make income bonds 
correspondingly more attractive for the 
future. The only exception to this is 
a bond such as Seaboard Air Line, ad- 
justment 5s, on which 12%% accumv- 
lated interest is in arrears. Here, 
hope for ultimate improvement in earn- 
ing power to take up the arrears con- 
stitutes the principal market question 
upon which the rise and fall of the 
bond depends. 

Naturally, as a rule, income bonds 
constitute the least important of the 
bond issues of a corporation. They are 
prior preferred stocks in their position 
in the capital structure, but they are 
more than prior preferred stocks in 
their lien and maturity position. Their 
market action, though, more usually, 
approximates that of the stock market 
than the bond market, unless their in- 
terest has been earned so many times 
over, and so constantly, as to make 
them in effect, a coupon bond, as to 
quality of earnings. 

Income bonds are not all reducible 
to the above formule. Some resemble 
stocks much more closely in that they 
enjoy voting power. Such are the 
Chicago, Terre Haute & Southeastern 
income bonds. Others are junior to the 
common stock in earnings and interest 
position, although superior in assets 
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position, as the Green Bay & Western 
income debentures “B”. A queer twist 
is that the income debenture “A” bonds 
of this corporation enjoy a part of 
their return only after the junior com- 
mon stock has‘been paid a part of its 
claims. 

Peoria & Eastern has a provision 
that even when earned, interest pay- 
ments cannot be made unless the cor- 
poration is free from all floating debt. 
This curious provision discriminating 
against its income bonds arises out of 
a lease with the “Big Four,” the 
c.C. C. & St. Louis road. In the case 
of St. Louis & San Francisco, the ad- 
justment bonds rank ahead of income 
bonds, so that the adjustment bonds 
are in the position of a prior preferred, 
and the income bonds only of a first 
preferred. In another corporation in- 
come bonds are exchangeable par for 
par into preferred stock. In another 
there is a standing bid for income 
bonds, at a fixed cash amount, plus a 
reduced amount of General Mortgage 
bonds of the same company. 

Apart from New York Railway in- 
come 6s, the political possibilities of 
which have been reviewed frequently in 
these columns, traction securities pre- 
sent no attractive adjustment bonds ex- 
cept Hudson & Manhattan, an interur- 
ban road connecting Newark, Hoboken 
and New York. Recent authorized ex- 
tensions into South Newark, and al- 
most certain expansion to the Oranges, 
suburbs of Newark, will add greatly to 
its earning power in the future. Affili- 
ated with the Pennsylvania, Hudson & 
Manhattan earning power has_ been 


progressively improving. At present 
price of about 80% to give a current in- 
come of 6.23% and a yield to maturity 
of 6.48% these good income bonds are 
quite cheap. Not only are they attractive 
for income but for appreciation of 
principal as well. 

Among purely speculative income 
bonds, there is much to be said for 
Peoria & Eastern under lease to the 
“Big Four.” The road earned 4.22% 
in 1925 on these bonds, and is expected 
to clear its floating debt in 1926, as 
well as to earn at least 4.22% this 
year. Although at prevailing prices 
of 38 flat, the bonds are a little high, 
at 34, say they would constitute better 
than a fair speculation. A 4% declara- 
tion would then yield over 10%. The 
stock of the road is held principally by 
the “Big Four.” Although interest 
payments have not been met since 1913, 
the prospects for the road are not only 
the best since that time, but it is pos- 
sible that these income bonds may be 
cleared by the “Big Four” when Peoria 
& Eastern will be merged with that 
system. 

Green Bay & Western “B” income 
debentures have recently enjoyed a rise 
of three points, from 15 to 18, upon re- 
ports of increased earnings available 
for interest. Increased earnings of 
only $70,000, for example, would be 1% 
on the bonds, and change their income 
yield (on the basis of %% present 
payment) from 2.90% on present price 
of 17, to 8.90%. Hence small fluctua- 
tions in earnings will be reflected im- 
mediately in wide fluctuations in price 
of the bonds. The writer believes that 
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as an investment the “B” income de- 
bentures are worth 20, and as a merger 
speculation, ultimately much more. 

Chicago, Terre Haute & Southeast- 
ern bonds have been the object of bitter 
attacks by minority St. Paul bond- 
holders. The road is under lease to the 
St. Paul. All of these attacks have 
come to naught, so far, and the bonds 
will, of course, show marked improve- 
ment if St. Paul reorganization goes 
through as planned. 

St. Louis & San Francisco has two 
large issues, the cumulative adjustment 
6s, and the income “A” 6s, both callable 
at par. The road is admittedly top- 
heavy in its capital structure and hence 
it is believed that one or the other issue 
may be called. There is not much play 
in the adjustments; which are more 
likely to be called, and greater play in 
the income bonds, which are less likely 
to be called. On an earnings basis, both 
look attractive. 

M-K-T adjustment 5s are related to 
the price of the preferred stock of the 
company, since the bonds are exchange- 
able for preferred stock, par for par. 
Until the preferred sells at 92 such 
exchange appears to be profitable, al- 
though senior position is sacrificed for 
higher return. The calculation of ad- 
vantages is too close to recommend such 
an exchange. 

Deducting 1242% accumulated inter- 
est, Seaboard Adj. 5s are selling at 67, 
on which basis nominal yield would be 
near 8%. But surplus of earnings is 
needed for proper operation and capital 
position of road, and prospects of 
arrears payments are really remote. 


Fifteen Representative Income and Adjustment Bonds 





Amount 
Out- 
standing 


Title of Bond (Millions) 


Times 
Interest 
Earned 


Prior 
Liens 
(Millions) 


Current 
Income 


Recent 
Price 


COMMENT 





Chicago, Terre Haute & 
eastern, cum. inc, 5s, '60 


15.6 0.92 79 6.33% 





Secured by junior mtge. 


Has voting rts. 
See text. 





Green Bay & West. Income De- 
bentures ‘‘A’’ 0.6 


11.13%A 6.66 


Inactive security. 
basis. 


Attractive on income 





Do. “«B” 7.0 


2.71%AC 2.90 


Recently advanced several points. See text. 





Hudson & Manhattan, Adj. Inc. 
5s, '57 33.1 


10.40%A 6.23 


Interurban road between New York and 
Newark. Attractive. 





Int.-Gt. Nor., Adj. 6s, ’52 17.0 


TRA - 5.88 


Disappointing earnings make bond unattrac- 
tive. 





M-K-T, Cum, Adj. 5s, ’67 55.9 


15.86%A 5.42 


Price sustained by pfd. stock call. + See 
text. 





New Orleans, Tex. & Mex., non- 
cum, inc. 5s, ’35 5.6 


2.56 5.00 


Interest amply earned. As pure investment 
only slightly attractive. 





N. Y. Rys., inc. 6s, 19.4 


3.7I%A 


Political considerations paramount. Specu- 
lative possibilities due to bus developments. 





Peoria & Eastern, non-cum. inc. 
4s, °90 4.0. 


4.22%, 


Leased road showing greatly improved earn- 
ings. Interesting speculation. 





40.5 


2.58E 


Senior income bond which may prebably be 
called at par. For income only. 





Do. Income ‘‘A’’ 6s, ’60 35.2 


2.58E 


Junior income bond with room for advance 
in price. 





St. L.-Southwestern, 2nd inc. 4% 
bond ctfs., 89 3.0 


1,88 82 


Investment basis with slight appreciation 


possibilities, 





Seaboard Air Line, Adj. 5s, '49.. 


15.48%A 19%B 


124%4% in arrears. Slightly attractive. 





29.9 2.52 92B 


Exchangeable par for pfd. stock. Very in- 


active. 





19.9 def 45B 


Non-cumulative. Inactive. Penn R. R. owns 


9.4 millions, 





A—Percentage earned on this issue, 





for JUNE 5, 1926 


B—Quoted flat, that is without accrued interest. 


and common steck, D—Including common stock. E—Times interest earned on adjustment and income bonds. 


C—After allowing 5% on ‘‘A’’ income debentures 











A New Giant Utility System 


Standard Gas & Electric takes over United Rail- 
ways Group—Operations more than doubled 


Gas & Elec- 
tric has been 
among the larger 
and more pro- 
gressive of the 
great public util- 
ity systems that 
are now absorb- 
ing nearly all im- 
portant utilities 
operations in this 
country. Known 
as the “Byllesby” 
company in util- 
ities circles, it 
has been distinguished from an engi- 
neering viewpoint by its emphasis on 
interconnected load, commonly known 
under the misleading, although romantic 
name, of “super-power.” The growth of 
Standard Gas & Electric has been con- 
stant, and while startling over a period 
of years, there has been a regular 
growth from any one year to the next. 
Early in 1925 it became known that 
Standard Gas & Electric had made a 
bid for greatness by purchasing into 
the great United Railway System—one 
that contained among others, the Phila- 
delphia Company, operating practically 
all utilities in the Pittsburgh area, and 
the Market Street Railways, operating 
most of the tractions in San Francisco. 
Finally it has been announced that 
Standard Gas & Electric had control 
of the voting power in Standard Power 
& Light, a subsidiary, and that this 
subsidiary was in control of the United 
Railways Investment system. 

Joint control of Standard Power & 
Light had prevailed with a banking 
firm formerly identified with United 
Railways financing. Latterly it has been 
announced that Standard Power & 
Light is a “Byllesby” company, al- 
though the former bankers are to re- 
tain a substantial interest in the cor- 
poration. With doubled banking back- 
ing, and as part of a great system, the 
Standard Power & Light group has be- 
come more important than Standard 
Gas & Electric originally. Hence in- 
vestors have much need to study this 
new great system, since deductions as 
to its future earning power cannot have 
any relation to the older Standard Gas 
& Electric system, considered singly. 

The so-called “billion dollar” enter- 
prise is rare, and Standard Gas & Elec- 
tric, as a consolidated system is near 
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this class. Consolidated balance sheet, 
as of December 31, 1925, but giving 
effect to the acquisition of outstanding 
common stock of the Philadelphia Com- 
pany reveals assets of 909 millions. Of 
this total, 78 millions were current as- 
sets, of which 37.1 millions were cash, 
27.2 millions receivables, 11.3 millions 
inventories, and 3 millions securities. 
Current liabilities of 63.2 millions com- 
prised payables of 43 millions, Accruals 
of 16.8 millions, and consumers deposits 
of 3.3 millions, the last being a slowly 
liquidating liability, constantly renewed. 

This working capital of 15.3 millions 
is ample for company operations and 
indicates no starving of present posi- 
tion for undue expansion. As a matter 
of fact, both the older Standard Gas 
& Electric System, and the absorbed 
United Railways Investment properties 
were both distinguished by steady 
growth and fundamentally sound utility 
economics. Neither attempted showy, 
expensive or far-fetched operations. It 
is this double tradition of sanity that 
is reflected in their balance sheet. 

Capital structure of the consolidated 
system, shows system well balanced be- 
tween stocks and bonds. Funded debt 
is 392.5 millions as against preferred 
stock of 185.5 millions and common 
stock of 172.3 millions. Funded debt 
is thus less than fifty-five percent of 
the capital structure. 


Size of Operations Impressive 


Standard Gas & Electric’s new sys- 
tem operates in fully nineteen states 
and about 1,200 communities. Among 
cities covered by its operations, in order 
of importance are: San Francisco, 
Pittsburgh, Minneapolis, Saint Paul, 
Louisville, ete. Population served is 
close to three millions. Electric gener- 
ating capacity is about 1.5 million 
horse-power, a large part of which, 
especially in the Northern States Power 
operating in Minnesota, Wisconsin and 
Dakota, is hydro-electric. Gas manu- 
facturing plants have a capacity of 
about 107 million cubic feet daily. To 
this must be added the great natural 
gas production in Pittsburgh and vicin- 
ity, used by the Equitable Gas Com- 
pany. 

The new system embraces 144 gen- 
erating stations. Sales of electric en- 
ergy in 1925 were over three billion 
kilowatt hours, and gas sales about 53 


billion cubic feet. Although about 70% 
of the net earnings is derived from 
electric sales, absorption of Market 
Street Railways and Pittsburgh Rail- 
ways must make the traction percent- 
age higher than in old Standard Gas 
& Electric system. 

For the entire system, the number of 
stockholders is estimated at about 
135,000. When the number of bond- 
holders is added, it will be seen that 
from this viewpoint alone, Standard 
Gas & Electric is well buttressed. 


How Standard Gas & Electric Will 
Work Out 


Standard Gas & Electric Company 
has always reported not consolidated in- 
come, but, instead, actual cash income 
either from dividend and interest pay- 
ments by subsidiaries, or income from 
other sources. Hence it is best to com- 
pare present balance sheet and earning 
power of the holding company with pre- 
vious balance sheets and income state- 
ments of both holding company and 
recently absorbed companies. Fortu- 
nately, both Philadelphia Company and 
Market Street Railways, the two larg- 
est absorbed companies have similarly 
reported, so that the path of comparison 
is made easy. Total assets and liabili- 
ties, as of Feb. 28, 1926, and after 
giving effect to present financial ar- 
rangements, are 165 millions. Of this, 
net tangible assets were 96.9 millions, 
or about $60.40 per share of common 
stock. Current assets are 12.7 millions 
and liabilities 7.8 millions, leaving 
working capital only 5 millions. Ob- 
viously current assets have not been 
concentrated for appearance in the 
holding company, but are distributed 
among the operating companies to take 
adequate care of their needs. Holding 
company has less than a third of the 
working capital of 15.8 millions re 
vealed in consolidated balance sheet. 

Capital structure of the holding 
company is excellent. Of total capital- 
ization of less than 150 millions, only 
22.5 millions is funded debt, or about 
one-seventh! Three classes of preferred 
stock are outstanding. The 7% prior 
preference stock has_ recently been 
augmented by 3 millions, and 21 mil- 
lions is outstanding. Of the 8% pre- 
ferred stock, 16.5 millions is outstand- 
ing, and of the 6% preferred stock only 
one million. The latter stock is held 
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exclusively by H. M. Byl- 
lesby & Co. Par value is 
$1, and stock is entitled to 
yote share for share with 
the common stock. Common 
shares, to be outstanding 
after all exchanges of stock 
with shareholders in the ab- 
sorbed companies are com- 
pleted, will be 1,604,000 
shares, carried at 88.4 mil- 
lions, or about $55 per 
share. This valuation is 
$5 less than the net tan- 
gible assets: per share. 

It is to be hoped that 
the 8% preferred stock will 
be retired as lower interest 
rates prevail, and that the 
company will be enabled to 
retire this stock by sale 
either through a lower di- 
vidend rate preferred stock, 
or by the sale of additional 
common stock. 

Future income of the new 
system has a broad base in 
consolidated gross revenues. 

These nearly equal 140 mil- 

lions, and ought to total 

considerably more for 1926. 

In addition, Shaffer Oil & 

Refining Company, a non- 

public utility subsidiary, has a gross 
of about 15 millions annualy. 

On the basis of 1925 earnings of 
older Standard Gas & Electric Co., and 
net income applicable to common stock 
of Philadelphia Company, and Market 
Street Railways Company, pro-rated to 
present outstanding common shares of 
Standard Gas & Electric, earnings on 
the new system for 1926 ought to show 
at least $6.50 per share on the 1,604,000 
shares of common. Naturally Phila- 
delphia Company contributes the lion’s 
share of such an estimate. 

On the assumed basis of $6.50 per 
share as demonstrated earning power 


of the common stock, and 
on a basis of $60 per share 
tangible value, a fair mar- 
ket estimate of Standard 
Gas & Electric common 
would be about $65. As a 
matter of fact, common 
shares of utility holding 
systems sell on a somewhat 
more liberal basis, so that 
$70 per share would not be 
an extreme estimate. Pre- 
vailing price is about $53 
per share. 


Is Proposed Exchange of 
Stock Equitable? 


The most important ex- 
change of stock proposed is 
that of Philadelphia Com- 
pany common stock, at the 
rate of one share of Phila- 
delphia Company stock for 
1 2/5 shares of Standard 
Gas & Electric common 
stock. On market basis of 
$53 per share for Standard 
Gas & Electric, this gives 
Philadelphia Company 
stockholders about $74 in 
stock. Earning power of 
this 1 2/5 shares on $6.50 

basis per share is $10.70, or in excess 
of present Philadelphia Company earn- 
ings for one share. Dividend payments 
on the 1 2/5 shares of Standard Gas & 
Electric stock are $4.20 as against $3 
per share on one share of Philadel- 
phia Company. Obviously this ex- 
change is fair, and even advantageous. 


Simplification of Company 
Structure 


Standard Gas & Electric is aiming 
at a simplification of company struc- 
ture, a rare thing indeed, as the tend- 


ency at this time is towards increasing 
complexity in number of companies, 
holding companies, etc. In accordance 
with this program of simplification, the 
cluster of holding companies such as 
United Railways Investment, California 
Railway & Power, Pittsburgh Utilities, 
etc., will all be eliminated. 

Accordingly, exchange offers have 
been made to Preferred Stock Holders 
(including voting trust certificate hold- 
ers) of Pittsburgh Utilities, Prior 
Preference holders of California Rail- 
way & Power (slight public interest 
only) and preferred and common share- 
holders of United Railways Investment 
Co. Detailed analysis is not called for 
here, except to state that these ex- 
changes appear to be even more ad- 
vantageous than that of Philadelphia 
Company. 


What Is Standard Gas Stock 
Worth? 


Mere size of operations will increase 
stability of earning power of Standard 
Gas & Electric System. New system 
inherits a sane financial policy from 
both old Standard Gas & Electric and 
United Railways Investment system. 
Earning power per share of common 
justifies a somewhat higher price than 
$53, the current price, although such 
increase of market value, in the present 
state of the market, need not soon be 
expected. An important bullish factor, 
although not immediately effective, 
should be the obviously large concealed 
assets of Equitable Gas Co., and other 
units of the Philadelphia Co. Book 


. valuations of this system are far below - 


any fair valuations and when recog- 
nized will reveal larger asset value 
behind Standard Gas & Electric Stock. 
As market grows more discriminatory 
this inherent value will be reflected in 
price. 




















Ten Largest Units in New Standard Gas & Electric System 





Gross Net 
1924 1924 


Name of Unit 


Funded 
Debt 


Gross Net 
1925 1925 
Mi'lions. 


Number of 
Customers 


COMMENT 





Phila. Company (in- 


cludes Duquesne Lt) 58.1 16.4 


Supplies electric light and power, 
heavily industrialized Greater Pittsburgh Area. 


60.5 24.1 107.5 375,000 


gas and traction to 





Serves large sections of Minnesota, Wisconsin and Dakota, 
primarily with electric power and light. Highly developed 
interconnections. Serves Minneapolis and St. Paul. Also 
supplies manufactured gas. 

A producing, distributing and refining unit, which showed 
Great increase in sales and profits in 1925. This petroleum 
producer’s profits are more likely to vary than those of 
utility properties. 

Utility system dominating Oklahoma, which has been very 
cleverly financed during 1925. 

Supplies three-fourths of traction service in San Francisco. 
Not growing rapidly, but new management may increase net. 
Controls electric and gas supply of Greater Louisville. 
Present profitable operation to be augmented by new hydro- 
electric development. 

Serves San Diego and vicinity. Southern California city 
growing steadily though not spectacularly. A good sub- 
sidiary. 

Operates principally in Northeast Wisconsin and Western 
Peninsula of Michigan. Has 67,000 H.P. capacity. Region 
Drosporous, although slow growing. 


Operates principally in agricultural area in California, and 
has extensive hydro-electric development. 


Has scattered holdings in Washington, Oregon, Idaho, Mon- 
tana, Wyoming, including Tacoma, Wash. and per, 
Wyo., a prosperous oil community. Gress Inereasing faster 
than net. 


Northern States Power 24.8 11.1 26.4 12.2 109.1 300.000 





Shaffer Oil & Refining 9.1 2.3 15.3 44 11.4 





Oklahoma Gas & Elec. 8.0 2.6 3.6 
Market St. Rys. Co.. 9.8 : 2.2 








Louisville Gas & Elec. 7.2 : : 4.1 73,000 





San Diego Cons. Gas 


& Electric 4.7 : : 2.2 53,000 


31,000 





Wisconsin Public Serv. 3.6 : ‘ 1.7 


Western States Gas & 
Electric 3.2 k . 16 





38,000 





Mountain States Power 36,000 
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Part I: Learning the Business of 
Security Trading 


A Series of Articles for Investors by JOHN DURAND 


cles is written for 

the benefit of that 
rapidly increasing section of the gen- 
eral public seeking to utilize intelli- 
gently a portion of its surplus funds 
in channels where the principal has 
an opportunity to grow. The purpose 
is to outline what may almost be 
termed the modern science of speculat- 
ing in securities, as distinct from in- 
vestment for income only. While pri- 
marily intended for the beginner, who 


Introduction “gee series of arti- 


knows little about the methods em- - 


ployed by successful speculators and 
traders, it is believed that even old- 
timers may find a suggestion here and 
there that might help to build up their 
efficiency. 


The TRADER in se- 
curities undertakes to 
profit by changes in 
price. If his operations are methodical, 
and based upon trained judgment, we 
call him a SPECULATOR. If based 
merely upon guesses, impulse and hope, 
he is GAMBLING. The long-run.odds 
are in favor of the Speculator; but 
against the Gambler. 

There never has been a time when 
the possibilities of making money in 
Wuli Street were so great as at present, 
nor the opportunities so numerous. 
Never before have corporation reports 
been so frequent and informing; never 
have there been available such prompt 
and extensive statistics of industry, or 
such an accumulated mass of educa- 
tional writing on all phases of the sub- 
ject. 

But these very factors that are work- 
ing to make Wall Street a safer place 
for the investor and trained speculator 
tend to make it an ever more hazardous 
risk for the impetuous gambler. Specu- 
lation, whether practiced as a main 
line or side line, has now reached the 
status of a profession in which success 
is as much dependent upon personal 
aptitude and training as in Medicine, 
Engineering and Law. 

In any other profession it is gener- 
ally understood that a man must spend 
years in education and apprenticeship 
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Need for 
Training 


before starting out for himself, and the 
merchant frequently begins as an er- 
rand boy. Yet these same men will 
bring down to Wall Street the hard- 
earned profits and savings from the 
occupation they know, and expect to 
make a fortune forthwith at a very in- 
tricate business about which they know 
practically nothing, ‘either through 
study or experience, and for which they 
may be fundamentally misfitted. 


They buy as many 
shares as the broker 
will permit; make no provision for ac- 
cidents and poor judgment; trade on 
hunches and tips; and know next to 
nothing about technical position, out- 
look for the money market, industrial 
trend, business prospects, intrinsic 
value, corporation management, stock 
ownership, or any of the other techni- 
calities of this highly complex business. 
In the end, they either keep on feeding 
good money after bad until their re- 
sources are exhausted; or else quit in 
disgust, under the illusion that: “No 
one can make money at this game but 
the insiders, and Wall Street is a gang 
of robbers.” 

The facts are, however, that ethical 
standards are today fully as high in 
Wall Street as in many other lines of 
business; and there are thousands of 
men reaping handsome returns, year 
after year, upon the capital and time 
devoted to speculative operations in se- 
curities who are not insiders in the 
sense that they own a seat on the Ex- 
change, or hold points of vantage as 
corporation directors. They are men of 
just ordinary character and ability, who 
make a serious study of facts available 
to all, and profit by experience. By 
such, inside information is neither 
sought nor required. 


Ignorance 


If speculation were 
an exact science, one 
would simply have to analyze a situa- 
tion, select the appropriate rule, and 
buy or sell accordingly. But the fac- 
tors that influence prices are infinite in 
number and character, as well as in 
their effect upon the market; and the 


Intuition 


speculator’s forecasts of the probable 
outcome are nothing more than com- 
posite products of his own emotional 
equipment, his theoretical knowledge of 
the principles involved, and that reser- 
voir of accumulated memories called 
“Experience.” 

Modern psychology tells us_ that 
many of our experiences become buried 
so deeply in the subconscious that their 
lessons can become available to the con- 
scious mind only under the guise of 
“Intuitions,” or what the artist calls 
“Inspiration.” The intuitions of a sea- 
soned speculator are frequently pro- 
phetic to an uncanny degree, for they 
spring from the union of fresh facts 
with rich experience. But a beginner's 
“Hunches” must be without forecasting 
value, since they are little more than 
impulsive ideas arising from the im- 
pact of suggestion upon his unguided 
emotions. 

This explains why success in the 
“art-science” of speculation must be 
founded upon discipline of the emo- 
tions, a thorough absorption of all 
available literature on the subject, and 
long practical experience. 


Someone has said 
that a man’s greatest 
enemy in the stock 
market is his own psychology. There 
are people who never make a go of 
speculation, because they lack the 
requisite mental balance and can never 
acquire it. 

We have observed that training re 
ceived in engineering and kindred pro- 
fessions offers about the best founda- 
tion upon which to build a post-gradu- 
ate course in the art of speculation. 
The engineer has acquired habits of 
accurate observaticn, analytical rea- 
soning, and dispassionate application. 
He approaches the problem of market 
forecasting from a cause-and-effect 
viewpoint, and calmly squares his et 
rors with the law of averages. This 
does not imply that one must have 
worked first as an engineer to become 
successful as a trader; but it does 
mean that the engineering type of mind 
and character is best suited to unravel 
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Equipment 
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the complex mysteries of market fluc- 
tuations. 

At the risk of being scorned by the 
younger generation for moralizing, we 
must review at this point a few of the 
more important mental assets and 
handicaps. They may all be summed up 
in the words, intelligence and character. 

The successful speculator must be 
able to analyze an existing situation, 
weigh the relative importance of ele- 
ments that coincide with previous ex- 
perience and those that differ, then 
strike a balance to determine whether 
the probabilities favor an upward price 
movement or a decline. This provess 
of logical comparison and evaluation 
we call “Judgment.” 

He must be sufficiently Self-reliant 
to derive his own conclu- 


sions from rumors, Propa- pees 


here used, covers a much broader field 
than mere tape reading; there can be 
no argument over the importance of 
acquiring the broadest possible back- 
ground of general information as an 
aid to forecasting the “Trend” of gen- 
eral business conditions, special indus- 
tries, and individual securities. 

It would be well to begin by assimi- 
lating a few standard works on modern 
psychology; economic history of the 
world, and of your own country; prac- 
tical treatises on economics, sociology 
and politics; history, functions, and 
mechanism of the world’s great com- 
modity and security markets, especially 
the New York Stock Exchange; cor- 
poration law, and court decisions cover- 
ing the ownership and transfer of se- 
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Investment Analysis: Lagerquist. 

Interest Rates and Stock Specula- 
tion: Owens and Hardy. 

‘Fourteen Methods of Operating in 
the Stock Market. 

Studies in Stock Speculation. 

Studies in Tape Reading: Wyckoff. 


A good way to digest the subject 
matter’ of all these books is to read 
the text carefully, then start again at 
the beginning and abstract the salient 
points. These abstracts may be filed 
in loose-leaf binders for future refer- 
ence, and should be re-read after a year 
or more of practical trading experience. 
They will then take on new meaning, 
and much valuable material will be 
discovered that passed over the stu- 
dent’s head at first read- 
ing. 








ganda and advice; but 
Pliable enough to alter his 
market position upon suf- 
ficient evidence that his 
original judgment was 
wrong, or that conditions 
have since changed. He 
should be Reticent about 
discussing his trade and 
his profits but lose False 
Pride about admitting an 
error which may influence 
him to hold on too long or 
get out too soon. He should 
weigh all the possibilities 
carefully before making a 
commitment; and when 
Prudence issues a word 
of warning, he should 
have the Patience to wait 
for a situation in which 
the indications are more 
decisive. Once the mind 
is made up, he should act 
with Promptness and De- 
cision; and have the Cour- 
age to maintain his posi- 
tion, regardless of all ir- 
responsible outside influ- 
ences and suggestions. 
Under the best of cir- 
cumstances, trading is 
likely to place quite a 
strain upon the nerves. 
The business requires con- 
stant Watchfulness, Alert- 
ness and the Ability to 








Some of the Articles Which Will Appear 


in This Series 


i Manipulation—How Pools Work 
me Charts, Mechanical Methods and 





“Systems” 


Mathematical Laws of Price Movements 


and the Stock Market 


How to Detect Turning Points 


Selecting the Best Stock in a Group 
Adopting a Profit-Making Plan to Meet 





Your Own Situation 


Simple Methods for Protecting Profits 


and Limiting Losses 


| —this remarkable and valuable series of 
3] articles will be published regularly for 
i several months in each issue of The 
Magazine of Wall Street. 
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work out his own: method 
of operation, and follow 
it closely. At the outset, 
you may have to try out 
several plans in order to 
settle finally upon one 
that is best suited to your 
proclivities, mental make 
up, and _ circumstances. 
This will be covered more 
fully in a later instalment. 

Suitable records of past 
performance should be ac- 
cumulated, alongside of 
whatever statistical data 
may seem relevant. These 
records will naturally 
take the form of graphs 
and charts, to be utilized 
as aids in formulating 
your own conclusions as 
to when and what to buy 
and sell. 
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Paper Now try 
Trading out the 
plan for a 






few months “On paper,” 
allowing yourself a defi- 
nite amount of imaginary 
capital, and assuming that 
no more will be available 
when this is gone. The 
















make quick decision. If 
inclined to be Tempera- 
mental, the safest policy 
Is to close out all short term trades on 
“off days,” while holding the long-pull 
commitments. Above all, the specula- 
tor must have the Will Power to control 
his desires and emotions. His mind 
should function as a machine, never 
acting upon impulse. He should neither 
be elated by success, nor depressed by 
failure. Profits and losses should be 
reckoned in points and percentages, 
without thought of the actual number 
of dollars involved. Fear, Worry and 
Greed cloud the judgment, and are 
deadly enemies to success. 

Study Opinions differ as to 
‘i the value of so-called 
Fundamentals” to the simon-pure 
trader. But, as the term, “Trader,” as 
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curities; fundamental principles of 
banking, including interest rates and 
foreign exchange; the elements of cor- 
poration accounting, with special refer- 
ence to methods of analyzing balance 
sheets and income statements; and, 
above all, the history, technique and 
economic phases of the more important 
industries—such as the railroads, auto- 
mobiles, steel, copper, petroleum, pack- 
ing, leather, textiles, sugar, etc. 

As an introduction to the more tech- 
nical aspects of the subject we would 
suggest, among others, the following 
standard works: 


History of Business Depressions: 
Lightner. 
Source Book of Research Data: 


Haney, 


GEGEN LEG ILI IPI YIP IIA 





try-out should be in two 
sections: 

First: go over your records of sev- 
eral years to ascertain how well the 
plan would have worked in the past 
during all kinds of markets. Note the 
percentage of losses, the average net 
profit or loss per month and per annum, 
and the greatest continuous run of 
losses. Figure out what would have 
happened to your trading capital had 
you been unlucky enough to start trad- 
ing at the beginning of the longest and 
worst run of losses. Second: try actual 
day-to-day paper forecasting for a few 
months; setting down your commit- 
ments in advance, and keeping a faith- 
ful record of failures as well as suc- 
cesses. 

You will find it much more difficult 

(Please turn to page 274) 
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Which Are “Depression-Proof” 


Stocks? 


A List of Sound Stocks from Which the Investor May Select a 
Choice Offering a Good Yield, Relative Stability in an Uncer- 
tain Market, and Long-Range Possibilities for Enhancement 


HE culmination of a bull market 

has the natural effect of bringing 

into the limelight stocks of com- 
panies which have demonstrated a sta- 
bility of earning power year after year. 
During a period when prices are 
steadily rising, the greater part of such 
issues are forced into the background. 
Their earnings being more or 


By STANLEY WRIGHT 


caters largely to the building industry, 
which by no stretch of the imagination 
can be regarded as stable. 

Jones Brothers Tea and _ United 
States Gypsum are merely cited as ex- 
ceptions in order to bring out more 
forcibly the necessity for discrimina- 
tion. The former has as yet been un- 


when the public as a whole is short of 
funds. Principal among such luxuries 
may be mentioned cigarettes and mo- 
,tion pictures. 

The last decade furnishes an excel- 
lent means of judging depression-proof 
stocks, as it included the period of 
drastic deflation following the war. 
Companies that were able to 
record their 1921 operating 





less of a known quantity, they 





obviously do not appeal to the 
public imagination to the ex- 
tent of stocks of enterprises 
whose income producing abi-!- 
ties fluctuate according to gen- 
eral business conditions or ac- 
cording to conditions prevail- 
ing in the particular industry. 

Some industries turn out a 
line of products enjoying such 
a consistent demand that they 
are largely immune from the 
peaks and valleys of the busi- 
ness cycle. It is to these that 
preference is or should be 


HE list of stocks given on the opposite 

page are well worth the attention of 
investors, since they combine considerable 
immunity from adverse market fluctua- 
tions, stability of income, diversity of 
industries, and satisfactory prospects for 
long-range enhancement. 


results in black figures were 
in a decided minority, and 
therefore stand out clearly, 
especially those which showed 
little or no variation from the 
average of the years just pre- 
vious. If we examine these 
fortunate ones in the light of 
their subsequent records and 
any changes in the present 
position and outlook that may 
be occurring, we have then a 
fair idea of the best stocks to 
select at a time when the 
trend of the market is at best 








uncertain. 





given wher the stock market 
turns downward. If this were 
done, a large proportion of the losses 
sustained in a bear market would: be 
averted. Such stocks, of course, are 
influenced by general market condi- 
tions, but their reactions are as a rule 
less severe, and there is always the com- 
forting feeling that it is only a matter 
of time before they will recover to 
previous levels. 

This assumes that discrimination 
will be used in the selection of stocks 
of this character. Management and 
past records are vital considerations. 
A company is not necessarily sound 
simply because it operates in a stable 
industry. On the other hand, there 
are a few companies in industries where 
cenditions are inherently fluctuating 
that have been able to maintain uni- 
form or steadily increasing earning 
power without regard to business de- 
pressions. If aa investor in a declin- 
ing market were looking for stability 
he would ‘hardly select Jones Brothers 
Tea even though the chain store is one 
of the most stable of all industries. 
He could, however, do a lot worse than 
to choose United States Gypsum in 
spite of the fact that this company 
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able to place its business upon a profit- 
able basis, whereas the latter, through 
judicious diversification of products, a 
constant flow of repairing contracts, 
and excellent management, has shown 
a remarkably steady growth in income 
uninterrupted by the severe depressions 
of a few years ago in the building 
trades. 


Necessities Always in Demand 


Depression-proof businesses in the 
last analysis are those which deal in 
the necessities of life or which special- 
ize in low-priced merchandise. The 
five-and-ten cent stores are the out- 
standing example of the latter. It 
stands to reason that when times are 
hard the tendency will be to concen- 
trate purchasing as far as pcssible in 
these establishments. 

Public necessities cover a wide range 
of products so that the choice cf the 
investor is not too limited. They may 
also include certain low-priced luxuries, 
that is, things not absolutely essential, 
but which are not likely to be dis- 
pensed with to any marked extent even 


It is necessary, however, to 
carry the analysis somewhat further. 
The primary purpose of selecting stocks 
of this character is to obtain safety 
of principal and an adequate yield. 
Some issues which would otherwise 
meet the requirements are selling tco 
high to offer any great attraction. 
Others unlike most in this class ar? 
speculative favorites and are subject 
to wide market fluctuations. 

Then there are other companies suc- 
cessfully conducting apparently stable 
enterprises which give every indicatio2 
of being able to weather a depression, 
but which have had no opportunity to 
demonstrate this ability on account 0! 
having been organized subsequent to 
1921. In such a group might be in- 
cluded National Dairy Products, a con- 
cern that for the last three years has 
been actively engaged in bringing under 
central control a large number of nc=- 
competing dairy and ice cream compa- 
nies in various parts of the country. 


Other Examples 


An attempt has been made in the 
adjoining table to present a few stocks 
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answering the requirements discussed 
herein, and suitable as reasonably long 
range holdings’ at this time for those 
desiring insurance against the adverse 
influences of a possible sustained de- 
cline in the general market, and a fair 
vield as well. The two major five-and- 
ten-cent stores have been omitted from 
the list, for although they are unlikely 
to be hurt by depressions, the stocks 
are relatively high priced and not free 
from the risk of loss to those purchas- 
ing them at prevailing levels. We refer, 
of course to Woolworth and Kresge. 
The same applies to United Cigar 
Stores. 

General Electric and Westinghouse, 
the dominating factors in the electrical 
cquipment field, made very creditable 
showings in the 1921 depression. The 
wide market movements of General 
Electric shares, however, render them 
unsuitable for our present purposes. 
Westinghouse is included on account of 
its more stable market and more ade- 
quate yield, although intrinsically it 
has less to offer than General Electric. 


The Moving Picture Field 


There is one company which has 
shown remarkable stability of earning 
power, and yet the common stock has 
been subjected in a high degree to al- 
ternate periods of buying and selling, 
with the consequent wide fluctuations 
in market price. This is the most im- 


portant of the motion picture issues, 
Famous Players. Although to a less 
extent than formerly, the market ap- 
praisal has been decidedly at variance 
with the annual figures reported. This 
can probably be attributed to the fact 
that earnings are seasonal and fluctu- 
ate considerably from quarter to 
quarter, the bulk of the profits being 
derived from operations in the final 
quarter. The competitive nature of 
the industry has been a factor, as also 
the belief in the mind of the investing 
public that the production of motion 
pictures involves hazards. At some fu- 
ture date, therefore, Famous Players 
common may take its place among de- 
pression-proof stocks which can be pur- 
chased in times of stress, but it hardly 
qualifies as yet in spite of meeting the 
requirements from an earnings and 
dividend standpoint. 

In the moving picture field, organi- 
zations which concentrate upon exhibi- 
tion, such as Balaban & Katz or Loew’s, 
Inc., before its acquisition of Goldwyn 
Pictures, seem better adapted for aur 
present purposes. The former is of too 
recent origin, however, to have demon- 
strated its stability over a period of 
years, and the latter, while doing ex- 
ceptionally well, is at the same time 
subject to more ups and downs since 
its entrance into the producing end of 
the moving picture business. 

American Ice is another company 
that has consistently earned substan- 


tial amounts on its common stock in re- 
cent years including 1921, but the wide 
fluctuations in the shares preclude 
their inclusion in the adjoining list. 
For many years prior to 1919 no com- 
mon dividends were paid, and the com- 
pany has to live this down, as it were, 
before its stock can take on an invest- 
ment aspect. 

Enough illustrations have been 
given to bring out the necessity for 
careful discrimination in the selection 
of depression-proof stocks if stress is 
to be laid upon safety of principal. It 
has been shown that a consistent earn- 
ing power in good times and bad is 
not enough. Proper attention must be 
given to price, yield, nature of prod- 
uct, changes in conditions and manage- 
ments, length of the company’s ex- 
istence, and the attitude of the invest- 
ment public in regard to it. 

It would be interesting to compile a 
speculative list of stable earners, and 
such issues would make admirable se- 
lections at the bottom of a bear market. 
With conditions as they now are, how- 
ever, it is of more value to give weight 
to the investment aspect. A wide di- 
versity of product is furnished in the 
tabulation presented herewith, and a 
purchase of five or more stocks therein, 
besides offering a good yield, will pro- 
vide safeguards against business de- 
pressions and reasonable assurance 
against loss of principal in the long 
run regardless of immediate trend. 











Fifteen “Depression - Proof” Stocks 


Recommended for Stability of Dividends, Attractive Yield, Relative Immunity of Earnings to General Business Conditions, 


and Long-Range Prospects for Appreciation 





Common 
Shares 
Outstanding 


Company a 
jonds 


Outstanding 


Average Minimum 
Earnings on Earnings on 
Common Common 
1920-1925 
per Share 


Preferred 


Outstanding per Share Rate 


Common 
1920-1925 Dividend 


Approxi- 
mate 
Yield 

(%) 


COMMENT 








American 


Tobacco ae 


$1.2 mil. 


$52.7 mil. $8.36 $6.69 $8. 


One of the 3 leading manufacturers of 
| popular brands of cigarettes. Stock offers 
most attractive yield of the three. 











American 


A 
Railway Express eaaictied 


None 


None 6.88 6.02 


Practical monopoly of railroad express 
6.4 business. Earnings vary only slightly from 
year to year. 





American 


Typefounders — 


$6.4 mil, 


$4. mil, 16.20 14.56 8. 


Common dividends paid continuously since 
6.8 1898. Manufactures all kinds of printers’ 
supplies from type to presses. 





~~ Childs 334,000 $7.4 mil. 


$5. mil. 5.47 3.91 2.40 


4% in 
com. stock 


6.9 Rapidly growing chain of popular restau- 
rants. Present number 109. Also has 
extensive real estate interests. 





842,000 $57.8 mil 


of Baltimore 


$12, mil, : ; 2.50 


One of the few public utility operating 
company stocks, attractively priced in re- 
lation to earnings. Electric output in- 
creasing. 





Diamond 


Match iscaaa 


168,000 


None 


Largest of the match companies.. Also in 
6.8 lumber business. Stock on Chicago Ex- 
change. 





Electric 
Storage 
Battery 


798,000 None 


Negligible 


Big construction 
Helped 


Long dividend record. 
6.6 business in additien to batteries. 
by radio industry. 





~~ Gillette 
Safety 
Razor 


2 mil. None 


None 3 


plus extras 


3.2 Dominates field in safety razors and razor 
blades. Income doubled in 6 years. 





Pennsylvania 
Salt 


150,000 None 


None . 5 5. 


Phila. Stock Exchange. Q@ne of the eldest 
6.7 industrial enterprises in country, manufac- 
tures line of heavy chemicals. 





_ ‘Safety Car 
Heating & 
Lighting 


99,000 None 


None . . 8. 


Contincous dividends since 1889. Does 
6.2 bulk of business in equipping railroad cars 
for light and heat. 





Schulte 1,1 mil, None 
Retail 


Stores 


$3.6 mil. . ; 8% 


in common 


stock 


8 Operates over 280 retail cigar stores 
throughout country. Also extensive real 
estate interests. 





’ Sterling 
Products 


None . 5. 


Widely diversified business in household 
6.6 remedies. Strongly entrenched financially. 





“TU, Ss. Gypsum 


$8.7 mil. 





Wes‘inrhouse 
Electric 


$4, mil. : . 4. 


1.60 Variable 
plus extras 


Remarkable and uninterrupted growth. 
e text. 

Second only to General Electric in elec- 

6.1 trical equipment field. Stock slow to 

move, but business on sound basis. 








Wm. Wrigley, Jr. 


Nore 


Substantial business developed in widely 
advertised brands of chewing gum. 
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Ba in Store for the Leading 
Steel Stocks? 


Some Recession In Evidence— 


Electric Furnace, showing the hot metal being tapped. At the 
top of the furnace will be seen the three electrodes for leading 
Bethlehem plant of the 
Bethlehem Steel Company. 


the electric current into the furnace. 


steel companies turned in very 
state- 
Even the 
smallest concerns, those that are more 
prone to run their yearly profit and 


Wieser co exception, the leading 


satisfactory earnings 


ments for the first quarter. 


into red figures than 
showing in this 


loss accounts 
black, made a fair 
period. 

Inasmuch as steel prices have been 
in a broad downward trend since the 
beginning of 1924, with only minor re- 
coveries from time to time, it is ap- 
parent that these earnings were not 
accomplished at the expense of steel 
consumers. That is to say, the mills 
have managed to maintain profit mar- 
gins by some other device than that of 
pushing up the market. 

Competition has been intense, due to 
the excess of productive capacity which 
still remains as an aftermath of war 
time expansion and the struggle for 
supremacy in recent years. Hence, 
there has been no secure foundation 
upon which to build a firm price struc- 
ture and the producers, accordingly, 
have sought a solution for rising ma- 
terial costs and declining prices in 
greater devotion to operating economies. 

In this, they have been encouraged 
by the record volume of demand from 
the principal consuming industries 
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Earnings and Dividend Prospects 


which has _per- 
mitted mainten- 
ance of operating 
schedules at ex- 
ceptionally high 
peace time rates. 
Forward buying 
which character- 
ized the steel 
business in for- 
mer times has be- 
come all but non- 
existent, yet cur- 
rent consumption 
has forced the 
mills to exert 
themselves, thus 
' facilitating the 
reduction of over- 
head expenses. 
While the rail- 
roads accounted 
for a smaller per- 
centage of steel 
demand last year 
than heretofore, 
this change was 
caused not so 
much by a decline 
in actual tonnage 
consumed as by 
the heavier de- 
mands of the building and automobile 
trades. Despite the slow buying of mo- 
tive power and rolling stock, railroad 
steel requirements are still the most im- 
portant single source of business for 
the producers. 

Structural steel consumption, like 
that for the account of the motor in- 
dustry, has mounted steadily for the 
past few years and in 1925 reached un- 
precedented proportions. This uptrend 
continued through the fore part of the 
current year, but of late there has de- 
veloped a noticeable slackening in both 
industries. Since these two consuming 
groups took approximately 30% of last 
year’s steel production, it is evident 
that slowing demand in this direction 
is bound to exert an influence on prices 
as well as production during the next 
few months. 

Earnings of the steel companies, 
therefore, cannot be expected to mea- 
sure up to the standards of the first 
quarter. Unfilled orders of the U. S. 
Steel Corporation fell to 3.87 million 
tons in April, the lowest since Septem- 
ber and very nearly the smallest total 
reached since July, 1924. This drop 
conveys a very good idea of what is 
happening in the industry as a whole. 
At the same time, unfilled orders are 
less important as an index of trade 


conditions than formerly because of 
the marked lack of forward buying in 
the past year or so. 

The position of the four leading 
manufacturers is outlined below. 


UNITED STATES STEEL 


Earnings of $3.88 a share for the 
common stock reflect the pressure under 
which the leading interest operated dur- 
ing the first quarter of the year. Out- 
put averaged approximately 91% of 
capacity. This rate was above the 
average for the industry as a whole, as 
is usual with the Steel Corporation. 

It is worthy of note that while opera- 
tions were practically maintained at the 
same level in the corresponding quarter 
a year ago, net profits per share for 
the common stock were but $2.93, and 
this despite the fact that prices’ then 
were higher. This apparent incon- 
sistency may be explained by a lower- 
ing of operating costs this year com- 
pared with 1925. 

The extent to which such costs may 
be reduced is obviously subject to limi- 


* tation, so that it would be unreasonable 


to anticipate a similarly good showing 
in the second or third quarters which 
are normally slack months in the steel 
industry even under more favorable 
conditions than are at present extant. 
The corporation has already felt the 
slowing demand as shown by recent re- 
ports, indicating operations at 91% of 
capacity compared with the March peak 
around 97%. 

True, the current rate represents 
a slight gain over the January and 
February average but it is unlikely 
that this pace can be maintained in 
view of the general situation and pros- 
pects for lighter consumption of steel 
on the part of the principal consuming 
industries. Then again, with the pros- 
pect of price recessions facing the 
manufacturers, profit margins can 
hardly hold up to the level of the first 
quarter despite the possibility of great- 
er operating economies. 

On the other hand, it is probable that 
the Steel corporation will have little 
difficulty in covering its quarterly divi- 
dend by a wide margin. Recent action 
in placing the common upon a regular 
$7 dividend basis instead of the $5 
regular and $2 extra, was, of course, 
merely an acknowledgment of a prac- 
tically accomplished fact and alters the 
dividend situation in no material re- 
spect. 

The management has plainly indi- 
cated its intention to maintain the pres- 
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en; dividend policy, pointing out that 
the necessity for holding the big cor- 
poration abreast of its competitors re- 
quires large expenditures for improve- 
ments and additions. Even as it is, the 
Steel Corporation has lost ground rela- 
tively in recent years and now controls 
but 40% of the steel making capacity 
of the country against a little less than 
48% twelve years ago. 

The retrogression in this respect is 
significant rather from the standpoint 
of dividend possibilities than of vul- 
nerability in trade position. The Steel 
Corporation is too well entrenched and 
too greatly surpasses them to be seri- 
cusly challenged by its competitors. It 
will continue to exert a dominating in- 
fluence and maintain the advantages of 
wide diversity and distribution of out- 
put which have set it apart from the 
smaller rivals. 

U. S. Steel common has fairly at- 
ianed an investment standing. The 
curent yield of 5.7% at prevailing 
prices around 122 is not especially at- 
tractive, but for the patient investor, 
the probability of a larger dividend in 
later years will outweigh this consid- 
eration. 


BETHLEHEM STEEL 


Bethlehem, during the past three 
years, has been handicapped to a large 
degree by the necessity for setting its 
new house in order. The acquisitions 
of 1922 and 1923, involving the Mid- 
vale. Lackawanna and Cambria com- 
panies, placed the largest of the inde- 
pendents well in the front rank of steel 
producers, next to its great rival, U. S. 
Steel. The latter’s 2.45 billion dollars 
of total assets and 23.04 million tons 
of annual ingot capacity make Bethle- 
hem’s showing of 617 millions of assets 
and 7.6 million tons capacity seem puny 
by comparison, yet Bethlehem now far 
outstrips its nearest competitor, 
Youngstown, whose annual capacity is 
but 3.25 million tons. 

Bethlehem’s earnings have fallen con- 
siderably short of both these producers, 
however, primarily because of the diffi- 
culties involved in bringing the enlarged 
organization to a high state of operat- 
Ing efficiency. Large sums have been 
expended upon improvements to the 
properties taken over in the 1922-1923 
mergers. Yet, while it has been neces- 
sary to expand the company’s capital- 
ation to secure needed funds, Bethle- 


hem’s capitalization is still relatively 
less than that of U.S. Steel, being $75 
per ton of ingot capacity at the close 
of 1925 against $82 for the leading in- 
terest. 

Some allowance must be made for the 
the increase of 35 million dollars in 
capital account this year, attendant up- 
on the sale of new 7% preferred stock. 
However, a portion of the money raised 
through this piece of financing is being 
devoted to the building of facilities for 
the production of tubular steel prod- 
ucts. Bethlehem heretofore lacked only 
this addition to its output to secure a 
completely diversified line of steel 
goods so that the sums thus expended 
may be considered money well spent 
in the interest of shareholders. 

Meanwhile, the advantages of the 
company’s extended construction pro- 
gram have begun to make themselves 
apparent. Net profits rose from $2.56 
a share in 1924 to $5.30 in 1925 or in 
terms of earnings per ton of ingot 
capacity, from $1.22 to $1.81. The re- 
covery in net during the first quarter 
was even more pronounced, for in the 
three months ended March 30, 1926, 
Bethlehem earned $2.37 a share for the 
common compared with $1.67 in the 
preceding year. 

The company is now rapidly ap- 
proaching the goal of its ambitions. 
But the question of dividends may be 
held in abeyance until the future trend 
of the industry is more clearly deter- 


mined, in other words, until the fourth. 


quarter. With the necessity for con- 
serving working capital now largely 
relieved by completion of the building 
schedule, however, it would seem that 
Bethlehem common’s position should 
henceforth improve steadily, particu- 
larly since there are no nearby bond 
maturities of consequence to interfere 
with the reasonably early resumption 
of dividend payments. At current 
levels around 39, it is a promising long- 
pull speculation. 


YOUNGSTOWN SHEET & TUBE 


Next in’ point of size and importance 
to Bethlehem, this company is one of 
the most successful of the largest steel 
manufacturers. Operations have been 
consistently profitable in each of the 
past thirteen years, barring only 1921, 
when a deficit of $167,401 was occa- 
sioned by general industrial upheaval. 

Youngstown’s capitalization is more 


conservative than that of its principal 
competitors as indicated by capital ob- 
ligations of $58 per ton of capacity. 
The company seems to have been even 
more successful in controlling produc- 
tion costs in the past year than its 
sister companies, however, since net 
for the common stock rose from $6.68 
a share in 1924 to $12.38 last year. 
Earnings for the first quarter of the 
current year were well maintained as 
shown by the fact that $3.65 was 
earned against $3.48 in 1925. 

Like other steel companies, results 
in the second and third quarters are 
not likely to be quite so good, but since 
the current $4 dividend was practically 
earned in the first three months of the 
year, the rate may certainly be con- 
sidered well secured, if not decidedly 
conservative. 

Youngstown’s capital structure is 
well balanced, bonded debt of 67.55 
million dollars being less than the 75 
millions of common, represented by 
987,606 shares of no par common. 
Financial strength is demonstrated by 
the 5 to 1 ratio of current assets to cur- 
rent liabilities prevailing at the close 
of 1925. 

Like Bethlehem, Youngstown has not 
lost sight of the desirability of main- 
taining its competitive position in the 
industry. To that end, it has been 
liberal with expenditures on account of 
ean a and additions to plants 
and facilities. In line with the man- 
agement’s expansion policy, the Sheet 
& Tube Company of America and Brier 
Hill Steel properties were taken over 
in 1923, at about the time of the Beth- 
lehem-Midvale merger. 

The fact that Youngstown common 
now sells at 73 to yield but 5.5% is, in 
itself, a fair indication that the shares 
are valued less for the current income 
return than the possibility of a more 
liberal rate in the not too distant fu- 
ture. The current $4 dividend seems 
more or less a fixture, but, given a 
recovery in the steel business later in 
the year, the declaration of least an 
extra would not be surprising. 


REPUBLIC IRON & STEEL 


Republic is one of the lesser lights 
among what might be termed steel 
companies of the first magnitude. In 
point of capacity, it is outranked by 
four other independents, while its capi- 

(Please turn to page 278) 
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How 


Four Leading Steel Companies Compare 





Beok Value 
of Common 


Company per Share 


Ton Capacity 


-———$ Earned in 1925 per——— 
Share, Common High 


Price Range, 1926 
i Low Price 


Recent 





Beth lidenies Steel ....$163 


$1.81 $5.30 50 


37 39 





Republic I & S. .... 211 


3.00 6.88 63 


+4 47 





U. S. Steel 


3.86 12.86 





Youngstown S. & T... 110 


4.10 12.38 89 


69 73 
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Corn Products Refining Co. 





A Market Laggard With 
Good Prospects 


Fundamental Conditions Now More Favorable to Corn Prod- 
ucts—Improving Tendency in Earnings—Outlook for Stock 


| YOR a stock which enjoyed sensa- 
tional advances almost continu- 
ously from 1915 into 1924, Corn 
Products common has been relatively 
quiescent for many months and did not 
figure to any extent in the record bull 
‘market inaugurated immediately after 
the election of President Coolidge. The 
remarkable manner in which the affairs 
of the company were transformed by 
war conditions is well illustrated by 
comparing the respective quotations. 
In 1915 the stock sold as low as 8; in 
1924 it reached a price equivalent to 
218. 

Organized in 1906 as a combination 
of concerns engaged in the manufac- 
ture of glucose and other corn products, 
the same handicaps were experienced 
as had generally been the case a few 
years earlier when the era of large 
consolidations first set in. Properties 
were taken over at inflated prices, the 
new enterprises were capitalized to the 
limit, and common stocks were based 
entirely upon over enthusiastic expec- 
tations in regard to the increased prof- 


By WILLIAM GETRY 


its which were to follow unified con- 
trol. As a result there was little balm 
for common stockholders for many 
years. 

The abnormal business created by 
the war provided the golden oppor- 
tunity to such of these combinations as 
were well managed and whose busi- 
nesses were intrinsically sound to 
squeeze out the water, replace intangi- 
ble with tangible equities, and place 
themselves upon a strong foundation. 
Noteworthy examples are U. S. Steel 
Corp., American Can and Corn Prod- 
ucts Refining. 

Corn Products has never since dupli- 
cated the profits recorded in 1918-1920, 
but earnings have increased steadily 
since 1921 up to last year. Before dis- 
cussing the reasons for the sharp de- 
cline in 1925, it would be well to ex- 
amine the capital structure. 

Funded debt is almost negligible, 
amounting to less than 2.5 millions. 
There are 250,000 shares 7% cumu- 
lative non-callable preferred stock, $100 
par, and 2,530,000 shares of common, 


$25 par. The present status of the 
common is the result of a 25% stock 
dividend and a 4 for 1 splitup made on 
the old $100 par stock in 1924. This 
had the effect of each holder of one 
old share receiving five new shares. 

It was not until 1920 that any divi- 
dend was disbursed on the common, 
since when payments have continued in 
varying amounts. A total of $11.25 
per share was paid in 1923. The new 
stock upon being issued was placed on 
a $2 annual basis equivalent to $10 on 
the former shares. 

To a considerable extent the profits 
which Corn Products can accumulate in 
any one year are dependent upon fac- 
tors over which it has no control, that 
is, the status of the corn and sugar 
markets. There is no question that 
with normal levels for these commodi- 
ties the company can show consistently 
satisfactory earnings. Raw material 
costs are determined largely by corm 
prices and volume of sales is influenced 
by sugar prices. The adverse effect of 

(Please turn to page 288) 
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Opportunities in Twenty Inactive Listed Stocks 


HE New York Stock Exchange has decided to provide a better market for inactive listed stocks by reducing the 
' trading unit in such issues from one hundred to ten shares and reporting transactions in them on the bond 
ticker. This should result in greater public interest in stocks which were formerly dealt in only on rare 
occasions. Accordingly, we have listed the more attractive of the inactive stocks in the following table with 


comment indicating their respective merits. 
Number of Number of Snares Price 
Shares Listed Dealt in $ Earned per Share Last hy 
Issue on N.Y. S. E. 1925 1924 __1925 Sale G COMMENT 
z Interstate Commerce Commission has ap- 
proved lease of road to Yazoo & Mississippi 
3 . Ry. on guaranteed rental basis, thus defi- 
Alabama & Vicksburg 42,0C0 900 10.98 7.64 116 5.2 altely establishing shares on high grade in- 
vestment, undervalued at current price. Yazoo 
& Miss. owned by Illinois Central. 
Eminently successful South American cable 
company. Unbroken div. record for more 
14:13 .0 than forty years. No bonded or floating 
debt. Strong working capital position. Sound 
investment. Could pay more. 














All Amer. Cables 269.870 13.36 
ee ; Owns valuable properties in WN. Y. City. 
. 7 d Excellent record with growth continuous. 
Alliance Realty 120,000 . none 4.14 4.67 iS. os aoe eee oe 
: ‘ a = ; Principal business is in manufacture of e::- 
plosives, but activities in production of 
- " leather, cloth, lacquers, etc., of growing im- 
Atlas Powder 249,527 18,700 ° : -1 portance. Consistently good earnings record, 
barring 1921, and well balanced financial 

structure, Fairly attractive sp:culation. 


Leased to Louisville & Nashville and Attantic 
Coast Line for 999 years, from May 11, 
1923. Div. of $3 guaranteed ; Jan. 
“hs i 5 . 1929; at rate of $4 for next 10 years, an 
- Clinch. & Ohio F i : at rate of $5 a share thereafter. Current 
yield low due to certainty of largcr return 

in future. Strong issue. 
Road provides Pennsylvania R. R. witi di- 
rect connection between Cleveland and Pitts- 
. . . 4 burgh. Latter operates and leases Cleve. & 
Cleveland & Pitts. R. R 9 5S : /2 - Pitts. under lease running to 2870. Div. 
charge constitutes prior claim on Pennsyl- 
vania earnings. Highest grade investment. 


ee : : Issued for improvements and betterments. 
ooo . Pitts.. spl § -V = Subordinate to issue above only in respect 
Cleveland & Pitts i " to dividends. Practically of equal grade. 
: can Earnings quite stable, though not so large 
in recent years as in period prior to 1921. 
MERE S00 Ook ose oe hecet 168,000 ‘ ; ee -8 Divs. paid continuously since 1889. Current 
rate earned by comfortable margin. Sound 
investment issue. 
Off-shoot of Am-rican Tobacco ‘‘trust.” 
Inherited part of snuff business of American 
ie q Snuff Co. Earnings show moderate but rather 
24,700 a ! *2 consistent yearly up-trend. Paid $3.75 
extra div. in 1925 and like amount in Jan., 
1926. Attractive. 
Owns more than half of Ill. Central main 
line between New Orlcans and Chicace. 
865 q iy Divs. guaranteed by Illinois Central and 
' stock is secured by pledge of Chi., St. L. 
& New Orleans R. R. stock. High-grade. 
One of lowest cost soft coal producers with 
a " exceptional record. Large earning capacity 
118,802 NoSales 17.91 16.09 167 and liberal div. payer. No bonded debt. 
Attractive speculation. 
Controls ‘‘Postal Telegraph’? and ‘“Commer- 
pete systems. Exceptionally stable 
415.89 7.03 7.03 130 - earnings shown. Divs. paid continuously 
115,804 15,900 : since 1905 and at current rate since 1923. 
Sound stock in semi-investment position. 


Provides Canadian Pacifie’s entrance to Chi- 
cago. Secured by pledge of Wisconsin Con- 
5.100 I .2 tral Ry. preferred. Divs. guaranteed by 
’ Minn., St. Paul & S. S. Marie. Medium- 
grade investment. Attractive. 


ee Sag a Sa ioe — perpetuity to Del., Lackawanna 
- 71/ estern, which guarantees dividend pay- 
Morris & Essex 300,000 z O72 “9 ments. Main line of D., L. & W. poh a 
ae. forte n Are York harbor. Highest- -grade investment. 

- ee Controlled through stock ownership by Louis- 
ville & Nashville. Very strong financial po- 
12.22 15.80 . sition and high earning capacity. Divg. paid 
without break since 1904. Current return 

tow but could easily pay more. 


a ie Over 86% of common now owned by Mis- 


New Orleans, Tex. & Mex. 38,556 46,800 16.19 18.42 121 8 Souri Pacific. Floating supply limited. Has 


shown remarkable increase in gross and net 
af LASER 5 Seow st in recent years. Could pay more. 

— -—__ at Te oe ee main line of Penn- 
; ’ sylvania R. R. between Pittsburgh and Chi- 
Pitts., Ft. Wayne & Chic 868,128 : . “cago. Divs. guaranteed by Pennsylvania R. 

R. Attractive high-grade investment. 
Stock interest certificates of investment 
company controlled by Union Pacific. Cer- 
J *tificates mature in 1952 and are redeem- 
Sec. Ill. Cent *“ able at 105. Secured by deposit of 8 mil- 
lions Illinois Central common. Attractive 

as investment. 

Snuff manufacturer, successor to portion of 
business of original American Tobacco Co. 
10,000 4.75 5.01 58 .2 No bonded or floating debt. Earnings stable 
with moderate uptrend. Speculative possi- 
bilities based upon ability to pay larger div. 
Leased to Yazoo & Miss. Performance of 


Vicksburg, Shreve. & Pac. 800 f f 96 lease guaranteed by Illinois Central. Oc- 
cupies high investment position. 
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Minn., St. P. & S. S. M. L. L.... 112,492 














Nashville, Chat. & St. 160,000 10,350 





























§ Actual earnings from operation not reported separately. +No regular div. rate established; $9 a 
share paid thus far in 1926. Divs. guaranteed; see comment. ** Interest earned 2,34 times in 1924 and 2,16 in 1923, $ 1926, 


+ Bid price. * Not including extras. 


for JUNE 5, 1926 235 





OW-PRICED stocks are created chiefly in two 
ways, either through stock dividends and split- 
ups or by arrangement when the issuing com- 

pany fixes the par value of its shares on organiza- 
tion. In an earlier day, low-priced stocks were 
almost wholly of the latter class and too frequently 
of dubious character. This condition was due to the 
fact that promoters who were more concerned with 
stock selling than furtherance of shareholders’ in- 
terests were quick to discover the public’s taste for 
cheap stocks. 

With the expansion of industry and the conse- 
quent larger need for capital, legitimate business has been forced to 
tap the reservoir of credit represented by the savings of the average 
investor. It has taken a leaf from the book of the “high pressure” 
stock campaigner and tempted the interest of these small investors by 
offering stocks at prices which will fit the pocketbooks and meet the 
psychology of the general public. Thereby the standard of invest- 
ment quality of the low-priced stock has been raised. In other words, 
all stocks no longer deserve the odious description “cats and dogs” 
simple because their prices may be low. 

In the low-priced category there are now stocks of every grade and 
condition, many of which are quite as meritorious from the invest- 
ment or speculative viewpoints as their high-priced contemporaries. 
This is essentially the day of the small investor. He may now secure 
nearly as wide diversification among the lower-priced issues as can 
the larger security buyer among the high-priced types. If his bent be 
toward the speculative, there are several stocks which afford rela- 
tively large yields and hold out promise of price appreciation by virtue 
of prospects for increased dividends. If it be toward investments 
strictly, there are also several sound low-priced issues which are 
either proof against wide market movements or promising as long 
range holdings for income and eventual dividend increases. 

In the following sketches, ten such stocks are described and their 
merits from each particular standpoint are specifically outlined. 





Union Oil Co. of California have been 
put forward as a possible new com- 
bination in the industry. No official 
confirmation has been forthcoming, al- 
though there would seem to be a log- 
ical basis for discussion along these 
lines. 

In the meantime, California Petrole- 
um appears well able to hold its own, 
both from an operating and earnings 
standpoint. Capitalization is repre- 
sented by 7.12 millions of funded debt, 
and 1,799,005 shares of $25 par value 


CALIFORNIA California Petro- 
PETROLEUM eum OCorp., through 


acquisition in 1925 of 

Price, 32 Ventura Consolidated 
Div., $2 Oil Fields and Mo- 
d hawk Oil Co., added 
Yield, 6.3% further strength to 
its already favorable 
position on the Pacific Coast. Besides 
adding production and refining capac- 
ity, control of these companies has 
opened up a retail market having con- 


Ten Low-Priced Stocks With 


- Attractive Possibilities 


A Selected List of Common 
Stocks for the Small Investor 





tact with 1,900 filling stations. With 
the cnlarged organization functioning 
on a highly efficient basis, crude oil 
production is at present averaging 45,- 
000 barrels daily,,and gasoline output, 
per day, is about 250,000 gallons. 
Recent negotiations looking toward 
merger of this company with Texas 
Co. were understood to have reached 
the final stage, and announcement of 
terms were looked for, when the deal 
was abruptly declared off. Subse- 
quently, California Petroleum and 
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capital stock. Net earnings for the 
year 1925 were equal to about $3.25 
per share of stock, and for years the 
company has not failed to report a sat- 
isfactory balance available for divi- 
dends, even under adverse conditions in 
the industry as a whole. 

As of Dec. 31, 1925, ratio of current 
assets to current liabilities was better 
than 3.8 to 1, net working capital 
amounting to over 10 millions. On the 
whole, much has been accomplished in 
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recent months along the lines of sta- 
bilization in the oil industry, and the 
outlook seems favorable to firmly 
established companies. California Pe- 
troleum stock, while more or less spec- 
ulative, appears to have interesting 
possibilities for a reasonably long pull, 


AMERICAN _ By virtue of high 
BANK NOTE ¢!a8ss_ workmanship 

and an equally high 
Price, 41 type of service to its 
Div., $1.60 customers, this com- 

Sis pany has attained a 
Yield, 3.9% dominating position in 
its field. While it may 
scarcely be termed a monopoly, Ameri- 
can Bank Note has certainly reached 
a position which sets it apart from 
competitors. To a degree, the high 
quality of its output has interfered 
with foreign business since the depreci- 
ation in foreign currencies has pre- 
vented many European governments 
and banking institutions from ordering 
bank notes to the same extent as for- 
merly. This falling off in foreign busi- 
ness, to an extent, is reflected in last 
year’s earnings of $2.68 a share for 
the 4.94 million dollars of $10 par 
value common compared with $3.38 a 
share in 1924. 

American Bank Note does a great 
deal of business with South American 
countries, however, and also in the Far 
East. The slack in European saies, 
therefore, is not material. Moreover, 
the company obtains the lion’s share of 
domestic business in commercial paper 
and security engravings because of 
high-grade materials and safeguards 
employed and the service this largest 
of engraving companies is able to 
render. : 

The growing distribution of securl- 
ties and increasing interest in them 
among investors is mirrored in the 
steady expansion of New York Stock 
Exchange listings. This growth, ob- 
viously, redounds to the advantage of 
American Bank Note and suggests @ 
continuation of past progress. Divi- 
dends for the common have been paid 
continuously since organization in 1906 
and on an ascending scale. 

While the current yield obtainable 
from commitments in the common 1S 
low, the patient holder may well anti- 
cipate a more liberal return in the 
course of time as the natural result of 
normal expansion. In other words, the 
shares are essentially desirable for 
long-range semi-investment and hence 
suited to the investor who may foreg? 


















a liberal yield in anticipation of re- 


wards in the future. 





INTERTYPE Although a much 

: smaller company, In- 
CORP’N tertype is the only 
Price, 22 rival of the Mergen- 
: thaler Linotype Co. 
Div. $1.50 Like the older con- 


Yield, 6.8% cern, it manufactures 
line-casting type ma- - 
chines which have made possible the 
speedy dissemination of news by mod- 
ern newspapers and the rapid produc- 
tio of type through typewriter 
action. 

The original organization, formed in 
1911, got into financial difficulties cul- 
minating in receivership. Intertype 
Corp., the present company, succeeded 
to the reorganized business in 1916. 
Results accomplished by the existing 
corporation have been satisfactory, 
progress being relatively rapid in more 
recent years. 

Operations during the last decade 
were uniformly profitable, though 
rather variable, as indicated by the 
fact that net income increased from a 
minimum of $190,420 in 1917 to a maxi- 
mum of 1.82 millions in 1922. In 
terms of present capitalization, the last 
named figure is equivalent to $5.07 a 
share for the 199,141 shares of no par 
common outstanding. Earnings in the 
last three years have averaged $4.05 a 
share, being equal to $3.77 last year. 
Expenses in 1925, however, were some- 
what larger than usual owing to out- 
lays made in developing foreign busi- 
ness. 

The company’s financial structure is 
sound and accounting policies conserva- 
tive as shown by the fact, that, while 
1.32 millions have been expended on 
additions and betterments during. the 
past ten years, 1.60 millions have been 
charged off through depreciation re- 
serves. Patterns and patents, though 
valuable, are carried at the nominal 
value of $1. Current assets at the close 
of 1925 were 6.85 millions, while cur- 








rent liabilities amounted to but $715,- 
665, a ratio of more than 9 to 1. 

The common stock is preceded by 
$750,000 funded debt and 1.18 millions 
of preferred stock. The junior issue 
received extra dividends of 50 cents a 
share in 1925 in addition to the regular 
$1. It is evident that this rate is well 
protected and there is a probability 
that the common will eventually be 
placed upon a regular $2 dividend basis 
although the usual semi-annual extra 
dividend of 25 cents was declared in 
February. The shares, accordingly, 
have good prospects for moderate price 
appreciation and meanwhile yield a 
fairly attractive return on the basis of 
current dividends. 





P. LORIL- Alone among the lead- 
ing tobacco manufac- 

LARD CO. tures, Lorillard has 
Price, 38 not kept its “place in 
- the sun” in recent 
Div., $3 While its 


years. 
brother companies, 
offspring of the dis- 
solved “American Tobacco Trust,” have 
consistently registered increasing earn- 
ings each year in conformity with the 
growth of the industry, Lorillard in 
1922 and 1923 earned its dividend by a 
none too comfortable margin. 

This retrogression, apparently, has 
been due to two factors; first to the 
tendency toward contraction in con- 
sumption of smoking and plug tobaccos, 
and second, to the company’s lack of a 
popular, low-priced brand of cigarettes, 
comparable with “Camel,” “Chester- 
field” or “Fatima.” Manifestly, the 
rapid increase in consumption of ciga- 
rettes year by year has been the foun- 
dation of tobacco company prosperity, 
but the high-priced and Turkish varie- 
ties do not seem to have benefited from 
this expanding demand in proportion 
to the gain in the cheaper types. 

Last year, however, Lorillard made a 
better showing which may be attrib- 
uted, at least in part, to better condi- 
tions in the cigar industry. The in- 


Yield, 7.9% 











troduction of labor-saving muchinery, 
improvement in quality, and lower taxes 
are all factors that have helped restore 
profits to the larger cigar manufac- 
turers. In the case of Lorillard, ex- 
tensive advertising, especially of its 
“Muriel” brand, has doubtless aided a 
recovery: in earnings. 

Rumors have been current indicating 
the possibility that the company would 
soon market a popular-priced blended 
domestic cigarette to meet the prevail- 
ing trend of the industry. No official 
confirmation of this rumor is forth- 
coming. Meanwhile, the recovery in 
the cigar branch of the business indi- 
cates that Lorillard has _ probably 
reached the low point in earnings. 
Financial position remains very strong, 
current assets being more than 24 
times current liabilities. 

Net profits in 1925 were equivalent 
to $3.77 a share compared with $3.64 
in 1924. The current dividend seems 
secure and since the probabilities are 
that earnings will henceforth show fur- 
ther recovery, the common shares are 
in a promising speculative position. 





WRIGHT The outstanding fea- 
AERO. tures in regard to 
NAUTICAL this company are its 

strong asset position 
Price, 30 and its future possi- 
Div., $1 bilities in the event of 


Yield, 3.3% a marked expansion 
in commercial avia- 
tion which might logically be expected. 
Wright has concentrated largely on 
the manufacture of airplane motors 
and parts. No serious competition has 
developed due to the limited demand 
since the war. Naturally, increasing 
activity in the industry would give rise 
to competition, but the long experience 
of this company in the field would, 
without much question, give it a de- 
cided advantage over less seasoned en- 
terprises. 
The inadequacy of our aircraft laws 
has prevented any genuine attempts. at 
(Please turn to page 258) 
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Ten Attractive Low Priced Stocks Compared | 
Issue ia a ee 1921 Ty; june Ts oleae (77 ET TN 
Amer. Rawk Mote ..........:.. $10 4 $1.6 3.8 $3.33 $3.55 $3.71 $3.84 $2.99 
Colifemie Mamie. .....+.....- 25 32 20 63 2.41 3.25 5.14 2.47 3.26 | 
Gen’l Electric Special............. 10 iT 0.6 5.6 * 30.17 30.65 19.69 10.82 
Hudson & Manhattan........... 100 38 25 6.6 0.17 143° 2.74 3.33 3.49 
Intertype Corporation ........... None 22 F15 6.8 1.33 5.07 4.69 3.70 3.77 
eee 25 38 3.0 19° 4.60 5.03 3.50 3.64 3.77 
Magma MUNI aici es reise eich ere. oe None 36 3.0 8.3 def. def. def. 2.20 2.34 
Sun OO Sc etetices, «io cisc: None 32 $1.0 3.3 def. 1.65 4.83 6.64 3.48 
Tidewater Le re eee None 24 11.2 5.0 def. 0.91 0.85 1.17 2.39 
Wright Aeronautical ............ None 28 1.0 3.6 2.66 2.33 1.31 1.70 2.85 
fRate at ents dat tae ee tae eae Cee er inaugurated. 



























































































Radio Corp. of America 





Unsnarling the Radio Tangle 


Elimination of Weaker Companies Finds Radio Corp. 
In Strong Position—Speculative Appeal of Common Stock 


By JEROME CARTER 


















































ELDOM has line of products 
there been to all classes of 
witnessed Radio Corp..of America purchasers, will 
such phenom- reap at least its 
enal growth Bonds—None_ Preferred—7% Cum.—395,597 sh. Common—1,155,400 sh. share of the 
within a short 50 Par No Par available _ busi- 
space of time as 1921 1922 1923 1924 1925 ness. 
that experienc- 2 
ed by our pre- a, (|) ee PepR on ree er oat 15 11.3 22.5 50.7 46.3 Overproduction 
mier radio en- Inc. from Communication (mil.) © 2.1 2.9 3.2 3.3 3.4 

i un- Th isap- 
a a aha Inc. from Marine Serv. (thous.).. 553 630 738 742 735 tv a 
part of 1925. Oper. Inc. (mil.)............060: 0.4 2.7 4.6 9.0 5.0 ing in 1925 is 
This splendid - due not to satu- 
record cannot Net Inc. after Reserves (mil.)... 3.0 3.4 2.9 ration but as 
help but inspire Harned on Con..........2..0000 140# $2.90% $1.27 everybody 
a certain meas- - - knows to over- 
ure of gratifica- Working Cap. (mil.)............ 4.0 6.0 ; 8.0 15.4 17.6 production on 
tion even in Patents, ete. less Reserves (mjl.) 152 147 150 139 11.0 the part of the 
those who have great mass of 
no direct inter- #Based on present capitalization. weakly financed 
est in the under- companies rath- 
taking, owing to nore =e er than by 
the unusual con- Radio Corpora- 

ditions surrounding its origin. cuits and the marine coastal stations, tion. Indeed, the chaos in the 


Radio Corporation of America 
was organized in 1919 by pri- 
vate capital, but at the express 
wish of the United States gov- 
ernment, in order that commer- 
cial radio communication might 
be assured of strictly American 
control. 

The fact that the gross in- 
come derived from international 
communication has become al- 
most a drop in the bucket beside 
the volume of radio broadcast- 
ing sales does not detract from 
the fundamental importance of 
the former, and its proper de- 
velopment and expansion have 
by no means been neglected. 
Regular communication is es- 
tablished with nine European 
countries and four Transpacific 
territories including a new cir- 
cuit to the Dutch East Indies 
which by means of a relay at 
New York provides a through 
route from that point to Hol- 
land. Plans are under way to 
erect stations in the Philippines, 
China, and South America, the 
last in the near future. 

The increasing importance of 
this service is indicated by the 
action of the cable companies 
in reducing rates, but despite 
this, trans-oceanic communica- 
tion was the only department of 
Radio Corporation which show- 
ed an increase in 1925 over 1924. 
No pains have been spared to 
maintain the international cir- 























the third major department of the busi- 
ness, at a high point of efficiency and 
technical perfection. There are six 
marine coastal stations, the one at 
Chatham, Mass., being the most power- 
ful in the world. Radio ship equipment 
and accessories are developed and sold, 
and various forms of service are ren- 
dered, including a nightly comprehen- 
sive news service, and a free medical 
service by radio to those ships lacking 
their own medical personnel. 

The two branches of the business just 
discussed provide a back log for the 
more spectacular and much larger, but 
at the same time much less stable busi- 
ness in the sale of radio broadcasting 
apparatus. Sales after increasing 
nearly 3500% between 1921 and the 
end of 1924 and gaining 100% or more 
each year, for the first time showed‘a 
decline in 1925 to the extent of 4.5 
millions. 

The reason for this interruption in 
the trend is quite obvious. There are 
no grounds for believing that a satura- 
tion point in radio demand has been 
reached. It is true that the ratio of 
increase will necessarily be slower, but 
there are still well over 15 million 
families in the country without a radio, 
out of a total of approximately 25 mil- 
lion, and this potential demand, to- 
gether with the constant flow of re- 
placements, should provide plenty of 
room for expansion in the industry for 
many years to come. There is little 
question that Radio Corporation, with 
its powerful financial and trade position 
and its appeal through a diversified 


industry would have been far 
worse if it had not been for the 
leading company’s’ refusal to 
lend itself to indiscriminate 
price cutting. When the prices 
of old models had to be cut upon 
the introduction of its new lines, 
Radio followed the policy of 
protecting its dealers against 
undue loss through trade ad- 
justments, although this was 
accomplished only at a loss to 
the corporation of 4 million 
dollars, 

Radio Corporation has con- 
sistently conducted its affairs 
from the long range viewpoint. 
It might be mentioned at this 
point that the company is not 
a manufacturer but operates 
under exclusive licenses to use 
and sell radio apparatus manu- 
factured by General Electric 
and Westinghouse Electric, in 
addition to owning the rights to 
radio patents and inventions of 
these and certain other organ- 
izations. The company has had 
the benefit of the supervision 
and long experience of execu- 
tives identified with those two 
great electrical enterprises, 
General Electric having been 
primarily responsible for its 
formation in 1919. Its far-see- 
ing policy has been evidenced 
in various ways. Reference has 
already been made to the deter- 
mination to work for stabiliza- 
tion even though a sacrifice. of 
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immediate profits is entailed. Then 
again there is the well known decision 
of the management to postpone com- 
mon dividends until such time in the 
future as there has been an opportu- 
nity to replace intangible with tangible 
assets. Furthermore, it is the only 
large company which has devoted the 
greater part of its time to the develop- 
ment of radio receivers employing the 
loop aerial rather than the more num- 
erous outdoor aerial. The loop is so 
preferable as regards simplicity and 
selectivity that it might well be looked 
on as the logical choice of the future. 

The action of the stock has been 
almost as spectacular as the career of 
the company. The old common from 
1919 to 1924 fluctuated between 1% and 
6% on the New York Curb. 

The new common advanced from a 
low of 25% in 1924 to a high of 77% 
in the bull market of last year, but 
such a level could not be maintained 
in face of existing conditions in the 
radio industry and in the stock market, 
and the shares dropped back to 32 last 
March. 

A considerable rebound of late from 
that point has revived speculative in- 
terest. The advance cannot be attri- 
buted altogether to a good first quarter. 
It is true that first quarter earnings 
of $1.24 per share were almost as large 
as the entire net result in 1925, but at 
the same time they ran somewhat be- 
hind the figures for the corresponding 
period last year, and the first three 
months are always seasonally favor- 
able. Sales on the other hand were 
well above last year. 

The immediate impulse to a market 
advance, however, would seem to have 
been furnished by the announcement 
that a daily international picturegram 
service had been inaugurated in con- 
junction with Marconi Wireless Ltd. of 
England. This process has been under 
development for some time past, and 
its actual commercialization serves to 
focus attention on the almost limitless 
ramifications of the radio industry as 





yet unexplored. 

Radio Corporation stands to benefit 
from the revival of the phonograph in- 
dustry. Not only have contracts for 
combination instruments been consum- 
mated with Victor and Brunswick, but 
the company has developed an elec- 
trical sound amplifying device in use 
by these two leading phonograph con- 
cerns. A source of additional income is 
thus provided from an industry which 
in the very nature of it is highly com- 
petitive, 

The radio outlook for 1926 cannot be 
said to indicate altogether satisfactory 
profits, Deflation has been too drastic 
to permit that. With the numerous 
recelverships, and the consequent elim- 
ination of weaker units and reduction 
of surplus producing capacity, the situ- 
ation is tending toward a sounder basis. 
he future career of Radio Corpora- 
tion of America is still such as to 
appeal to the imagination in a high 
“egree, and the common stock, while 
fering no ass trance of early profits, 
78 @ good chance of providing ample 
rewards to the long range holder. 
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Preferred Stock Guide 


These stocks are selected as offering the best opportunities in their respective classes, 
taking into consideration assets, earnings and financial condition of the companies 



















represented. 
For Income 
HIGH GRADE INVESTMENTS 
Div. Times §5 Yr. Price Range 
Div. Rate Earned— Redeem- ———~———, 

RAILROADS $ per Share 5 Yr. Av’r’ge able High Low 
Daltimere: BOW6  vccdivesccvssess 4 (N) F4,75 No 67 47 
Chicago & Northwestern........... TN wate No 125 95 
Chesapeake & Ohio Conv.......... 6.5 (C) F14,8 115 F130 F96 
N. ¥., Chicago & St. Louis........ 6 (C) F3.7 110 H98 H86 
Colorado & Southern Ist........... 4 (N) 7.5 100 66 47 

PUBLIC UTILITIES 
Columbia Gas & Electric.... “7 (C) T6.1 115 T114 T103 
North American ....... 3 (C) 6.1 62.50 31 
Philadelphia Company ..... eo 8 <Q) 6.5 No 49 30 
Public Service New Jersey......... 8 (C) 3.4 No F119 F95 

INDUSTRIALS 
American Smelting & Ref.......... q (C) 2.4 ° 115 63 
American Steel Foundries.. ese, ee 6.6 110 113 718 
Armour & Co. of Del..... sv65, oe 2.3 110 H100 H84 
Associated Dry Goods Ist........... 6 (C) 3.9 No 10 55 
Baldwin Locomotive ...........++++ 7 (C) 2.6 125 117 95 
I I oc ccctussicgsisccaccectce 7 (C) F4.4 120 109 70 
ts. RES - isn v c00s00s05000.08 7 (C) 3.7 8125 110 79 
TE POE hc cccsccccseceses 7 (C) 4.8 125 119 87 
DE PED Sn cccewescscccaseuce 7 (C) F13.9 125 115 63 
Studebaker Corp, ..........sseeeees 7 (C) 25.0 125 125 83 

For Income and Profit 
SOUND INVESTMENTS 

RAILROADS 
Colorado & Southern 2nd............ 4 (N) 7.0 100 62 85 
Kansas City Southern.............. 4 (N) 2.7 No 59 45 
Pere Marquette Prior. .......cccces 5 (C) 8.5 100 85 50 
8t. Louis-San Francisco............ 6 (N) 9.1 100 92 28 
Bangor & Aroostook .............- 7 (C) 2.5 110 F100 F86 

PUBLIC UTILITIES 
American Water Works & El...... 7 (C) 4.1 110 103 48 
Federal Light & Traction........... 6 (C) 5.0 116 T89 T74 
Hansas City Pe, WB Lee. oes cccccsee 7 (C) T3.1 115 #109 H91 
Hudson & Manhattan R. R. Conv.. 5 (N) 4.5 No F72 F25 
West Penn Electric................ 7 (C) os 115 0100 096 

INDUSTRIALS 
OCC EEL TLE % (C) 2.4 110 109 67 
American Syanamid ............+. 6 (C) 3.1 120 96 52 
Bush Terminal Buildings........... 7 (C) 11 120 103 87 
Commercial Credit Ist............. 6.5 (C) a 110 N99 N92 
Cuban American Sugar ............. 7 (C) F8.2 No 106 68 
Famous Players Conv...... 8 (C) 6.7 120 120 74 
Genl. American Tank Car ame | 3.1 110 F104 ¥F86 
Gimbel Brothers ..... ~« SQ) 4.3 115 F114 F95 
Goodrich (B. F.) Co oe FOO) F2.7 125 102 62 
Loose Wiles Ist.... 7 (C) 3.3 120 112 93 
Reid Ice Cream ..... 7 (C) T6.9 110 0100 092 
U. 8. Cast Iron Pipe. 7 (N) 3.7 No 113 38 
U. 8. Industrial Alcohol . 7 (C) 4.3 125 115 84 

SEMI-SPECULATIVE 

PUBLIC UTILITIES 
Brooklyn-Manhattan Transit ...... J6 (C) T3.0 100 83 34 

INDUSTRIALS ; 
Bush Terminal Debentures ........ 7 (C) T1.8 115 N89 N80 
Consolidated Cigar ............... 7 (C) 2.5 110 96 53 
EE EI eas FONG 5 65.50.0305. 0\4 wrevie'e'e'e 7 (0) ; 105 091 073 
International Paper ...............+ 7 (C) 1.6 115 N99 N86 
Mid-Continent Petroleum .......... 7 (C) F1.6 120 F109 F80 
Orpheum Circuit Conv............. 8 (C) 2.6 110 F107 F84 
BL ee EON I re 8 (C) 4.2 No F108 F82 
Radio Corp. of America............ 8.5 (C) 3.4 55 54 45 
Warren  BIO8.. GAA icici... cccccvicws 3.5 (C) 15.5 No 45 16 

SPECULATIVE 

RAILROADS 
Chicago, Rock Island & Pac........ 7 (t) F1.6 105 105 68 
Gulf, Mobile & Northern.. so «6@(@) 1.2 No 99 15 
| ae! a RS ae 5 (N) a 110 . 13 18 
Western Pacific ............ *6 (C) F0.9 105 86 51 

INDUSTRIALS 
First National Pictures Ist........ #8 (C) 74.7 115 N110 N100 
Goodyear Tire & Rubber............ 7 (C)° 1.7 8110 H114 H35 
Remington Typewriter 2nd......... 8 (C0) 3.3 No 113 47 
Willys Overland ..... LaNaWawciadenen 7 (C) on 110 123 23 





paid $1.44 extra in March. J—After July 1, 1926. F—Four years, 
8—For si 


H—Three 
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years. 


Recent 
Pri 


ce 


69 
124 
124 


83 


100 
108 
96 





VQMADAVWVA®*DASL® 


239 


FEPRW®R®OASS 
SeeeuarrHaro 


eer et et 


rd 
22 


$3 38 23 93 23 8 OST 
Sepanorsse 


42a 
sseo 


+ 
71.0 
14 


* Cumulative to extent of 2 yrs. divs. + Cumulative up to 5%. + Participates in excess earnings; 


| 


AES AE RAIN SPREE 


SEE IEEE IASI SF: 


Save While the “Going is Good” 


VA “hardships” of saving that one is apt to 
Vai become discouraged before starting on the 
s af Road to Financial Independence. Grant- 
Modi) ing that the accumulation of wealth is a 

serious “man-sized job,” still some ways 
of accomplishing the task are easier than others 
and the easiest way is often the best way. 

A famous sociologist has put it a little differ- 
ently. He said: “civilization has advanced by fol- 
lowing the lines of least resistance.” Thus we 
make tractors because it is easier to plow the fields 
with machinery. We build trains so that we can 
travel with greater speed and comfort. An elec- 
tric light switch floods our homes with light. 
Always the easiest way! 

A savings program might well be planned with 
the same a'm of doing it best by following the 
lines of least resistance. It is easier to save ten 
dollars a week from an income of a hundred dollars 
than from an income of fifty. Consistent accumu- 
lation of wealth is possible when employment is 
steady and wages are high. 

Irrespective of stock market disturbances and 
some of the gloomy aspects of business conditions 
that frequently come to our attention, from the 


240 


rane E hear so much about the “difficulties” and 
Mi 
{ 


viewpoint of the much discussed “average man” 
the opportunity for saving at the present time is 
substantially above average. Corporate earnings 
are satisfactory; extra dividends are frequent; 
employment is good, and wages on the average are 
still high. This is the time to corral those extra 
dollars that might be more difficult to put aside 
under less favorable circumstances. There is n0 
lasting advantage in having more dollars pass 
through your hands; more coming in and more 
going out. While you have the opportunity, put 
some aside in the bank or in safe investments, thus 
following the line of least resistance. : 

Take a tip from any well managed corporation. 
When conditions in the steel industry are such that 
the greatest opportunities for business are opel, 
every steel company speeds up its production— 
exerts itself to the utmost, not merely to have al 
extra amount of dollars passing through the treas 
urer’s office but to retain an extra amount in sur- 
plus for future needs. Corporations which adhere 
to this policy are the ones that usually pay a % 
return to their shareholders during the good years 
and the lean years as well. Investors who follow 
this policy are the ones who most surely reach the 
goal of Financial Independence. 
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Buying Bonds For Profit 


A Reader Describes How He Has Employed 
This Lucrative Method to His Advantage 


FEEL sure that I was one of the 
| most vitally interested readers of 

the article on “Making 42% Profit 
In Bonds” that appeared in the April 
9th issue of THE MAGAZINE OF WALL 
SrrEET because I have been employing 
a similar method, with less spectacular 
results but with a great deal of per- 
sonal satisfaction and a commensurate 
profit, The only essential point where- 
in my method differs from the plan 
described in the recent issue of your 
magazine is that I purchased all my 
bonds outright. However, my purpose 
in buying bonds was slightly different 
than the aim which motivated the 
author of the previous article, and from 
my personal point of view I still hold 
that the outright purchase was more 
suitable even though the ultimate re- 
turn is correspondingly smaller. 

The accompanying table records all 
of my transactions up to date (May 
15) but before discussing the bonds, let 
me state how I came to chose my in- 
vestments from the bond list and my 
purpose in buying these issues. Toward 
the close of the past year, I decided 
that there were too many undefinable 
influences affecting the trend of the 
stock market. Although I fully appre- 
ciated the numerous money making op- 
portunities that still existed among the 
better grade stocks, I finally made up 
my mind to liquidate my stock hold- 
ings. For the past several years, I 
have maintained a_ speculative long 
position in stocks which were always 
purchased outright but primarily with 


By S. T. Van H. 


the view of making an ultimate profit. 

When I turned to the bond market 
about five months ago, it was with a 
somewhat different purpose in mind. 
My first consideration was to find a 
safe means of employment for the 
funds realized in the sale of stock hold- 
ings. Realizing that possibly the bonds 
to be purchased might be retained over 
a fairly long period, I carefully con- 
sidered the income return on the in- 
vestment. This return, I calculated 
solely on the purchase price and not 
the actual yield to maturity because of 
the very strong likelihood that none of 
the bonds would be held to their ma- 
turity date. Of all the bonds purchased 
to date, the current yield averages a 
little more than 6% which is highly 
satisfactory from the income stand- 
point. 

To say that my bond buying was for 
investment in the strictest sense of the 
word, however, would not be entirely 
accurate. I selected bonds that I con- 
sidered undervalued. I bought in a 
rising bond market. In the back of 
my mind I hoped to sell my bonds at a 
profit over a reasonable period of time. 
In satisfying myself of the investment 
merits of the issues under consideration 
I also studied values. One of the at 
tractive features of the bond market, 
as a profit-making proposition, is the 
fact that values are determined almost 
exclusively by known facts. Except for 
the extremely speculative bond issues, 
pools seldom operate in the bond nfar- 
ket. When a bond is well bought, one 


can be fairly sure that those who are 
in close touch with the affairs of the 
corporation are doing the buying and 
not the general public. 

When a contemplated bond met the 
requisites touched upon above, I studied 
its technical position. The range of 
price fluctuations over a period of six 
months to a year was carefully checked 
up as was the normal volume of trans- 
actions. By studying the affairs of the 
corporation of issue previously, I had 
already gotten a fairly good idea 
whether or not the investment desira- 
bility of the bond under consideration 
was likely to increase in the near fu- 
ture. When I noted a distinct price 
advance on a larger volume of transac- 
tions, I felt that my optimism in this 
regard was being confirmed because 
bond buying is more than likely to 
originate from sources “in the know.” 

Bond buyers seldom make quite as 
intensive study of their contemplated 
investments, but for my purpose, 
namely of selling at a profit when the 
opportunity presented itself, it seemed 
to me quite important. Also I confess, 
that aside from the mercenary con- 
sideration of possibly realizing an extra 
return over and above straight bond 
interest, I have always given the secur- 
ity markets a certain amount of atten- 
tion, and now I merely transferred my 
interest from stock values to bond 
values. 

Whether I have been adequately com- 
pensated for my efforts or not, you can 

(Please turn to page 290) 
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How I Stood on May 15, 1926 





Name of Bond 


Present Price 


When Purchased 


or 
Price Received 


Will sell 
at around 
these prices, 


Straight Yield 
% if reached 





International Tel. & Tel. 54s, °45 


Dec., 1925 


*115 5.1 





Granby Consol. convt. 7s, 1930 


Dec., 1925 


*107 6.8 





Bklyn.-Man.-Trans. 68, °68 


Jan.,1926 


97 6.5 





Great Northern 7s, 1936 


Jan., 1926 


114 6.4 





Atlantic & Danville Ist 4s, °48 


March, 1926 


82 5.2 





Missouri Pacific Gen. 4s, 1975 


March, 1926 


73 6.0 





Anaconda convt. 7s, 1938 


March, 1926 


6.7 








*Indicates price received on actual sale; balance are present prices. 
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Building Pour Future Income 


The Advantages of Income- 
Building Through Investments 


in Securities 
The Fourth of a Series of Articles Cov- 


ering Four Major Investment Fields 


By the Editor of 
The Building Your Future Income Department 


HE motive behind every investment is 
to obtain an income either in the form 
of interest, dividends or increment in 
the value of the principal. To obtain 
this income, however, it is necessary 
to find some means of employing 

funds in useful channels. Money itself is no 
creator of wealth when lying idle. The 
philosophy of investment in its simplest terms 
is often expressed in the endeavor to “put 
your dollars to work.” 

Some men have the opportunity of employ- 
ing at least a part of their funds in their own 
business. This is the most direct means of 
using money to advantage and is frequently 
the most profitable. Although the ordinary 
business risks are large, especially in a small 
business; the attendant profit is also large 
and on the average will usually offset losses 
which may be incurred, leaving the business 
man a net income over and above his business 
expenses. The desirable feature of employ- 
ing funds in one’s own business is the fact 
that the use of the money is constantly under 
the personal supervision of the investor. 

However, there are many men and women 
who do not have the opportunity of investing 
. in their own business and others who have 
more funds than can profitably be employed 
in this direct method. A business investment 
requires constant attention and a manage- 
ment responsibility that is undesirable from 
the viewpoint of many individuals. In the 
aggregate, such “surplus funds,” represent 
the nation’s investment budget which yearly 
runs into the billions of dollars. Again con- 
sidering the individual viewpoint, surplus 
funds that cannot be profitably employed 
through a direct business investment are 
“rented out” to those who have an income pro- 
ducing use for the money. Terms are 
arranged, records must be kept and after cen- 
turies of this practice, every civilized nation 
has developed its own highly developed facili- 
ties for safeguarding, recording and negotiat- 


ing transactions of this special character. 

The investment security is a_ direct 
medium of putting money to work where it 
will earn an income. Money has one of the 
characteristics of a commodity—the fewer 
people that handle it, the smaller the cost. In 
the investment sense, the most direct channel, 
that you select for placing your funds in 
profitable employment, gives you the largest 
return. 

However, as many people are not prepared, 
or have no opportunity to invest in their own 
business, small investors are apt to feel that 
they have insufficient knowledge or experi- 
ence with investment securities to select this 
direct medium of investing their funds. This 
class of investor naturally turns to such finan- 
cial institutions, like the savings banks to in- 
vest funds for them, accepting a smaller re- 
turn on the investment for this consideration. 
Financial institutions with this field to serve, 
in turn select investment securities for the 
employment of the major part of their re- 
sources. a 

The advantages of a security investment 
are largely represented in the desirability of 
handling one’s own funds as directly as pos- 
sible but, more specificially, these advantages 
might be classified in the following order: 

First.—As opposed to an investment in 
one’s own business, an investment in a 
security may be converted into cash at a value 
easily determined and without delay. The 
usual requirements of a business enterprise 
are such that the funds originally invested 
cannot be withdrawn upon demand either in 
whole or in part without preventing the busi- 
ness from going ahead on a normal basis. For 
this reason most business men maintain a 
strong reserve of private investments in 
securities. In addition to having this capital 
to draw upon in case of need, the diversifica- 
tion of one’s interests is a definite advantage, 
providing greater security and more assur- 
ance of continuity of income. 
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Second.—As opposed to the less direct 
mediums of investment previously referred to, 
the income obtainable from investment se- 
curities is characteristically higher. When, 
the form of the security is shares of par- 
ticipation in the profits (or in other words, 
stocks) net income earned by the corpora- 
tion selected is the property of the holder of 
the security whether paid out in dividends or 
retained as surplus or reserves. 

Third.—An advantage of the investment 
security, that is virtually. exclusive is the 
direct and ownership control which the in- 
vestor exercises over his funds by placing 
them in securities. The pride of ownership 
and the personal preference of many investors 
to the supervision of their own money affairs, 
while a generalization, is another argument 
in favor of securities. To be more specific, 
however, this enables you to withdraw your 
interest in the corporation selected at a time 
when you consider it most profitable or when 
its securities command a premium. One can 
readily replace securities when they are no 
longer exactly suited for your individual 
needs. The range of choice enables you to 
concentrate your funds in the particular in- 
dustry which you believe to have the strong- 
est earning position and the corporation 
which is most favorably situated within this 
industry. The more thought and attention 
that the investor gives to his investment, the 
greater are his opportunities to acquire offer- 
ings of undervalued investments. None of 
these advantages are 
obtainable, of course, if 
personal control of your 
investment funds is re- 
linquished. 

Fourth.—The secret 
of investment success 
lies to a large degree in 
the selection of the kind 
of securities that best 
suit the individual re- 
quirements of the in- 
vestor. It is an axiom 
in the investment busi- 
ness that the rate of re- 
turn varies inversely 
with the degree of risk. 
Therefore, as the in- 
vestor seeks a higher 
return he departs in 
some measure from the 
highest factor of safety. 
Moreover, individual 
requirements differ; 
some investors need a 
very high factor of se- 
curity while others are 
best suited by a larger- 
income-bearing issue. 
The wide field of invest- 
ment securities or the 
so-called semi-invest- 
ment issues enables the 


See 


security buyer to obtain the exact degree of 
safety, income, marketability, enhancement 
possibilities and other factors that fit in with 
his personal requirements. Other invest- 
ment mediums have a much more limited field 
of choice—usually offering a fixed income 
that is somewhat lower than the majority of 
investors require. 

Fifth.—The better class of investment se- 
curities have .a well recognized loan value. 
The advantage of this loan (or collateral 
value) is usually most appreciated when the 
investor has sudden need for cash without 
wishing to lose a good investment position. 
Another point worthy of mention in regard to 
the loan value of securities is that it enables . 
an investor to obtain ownership of a security 
without advancing the full cash value. This is 
known as the practice of buying securities ‘‘on 
margin” or from the investment point of view 
the accumulation of investments on the partial 
payment plan. The fact that many securities 
pay a higher rate of return than the “bank 
rate” on collateral loans frequently make it 
desirable to raise funds from this source. 

After a review of these specific advantages 
of securities as the most direct medium of 
placing idle funds at work where they will 
earn an income the question may arise, “What 
personal equipment in the way of knowledge 
and training is necessary for investment in 
securities ?” 

Investment securities have, in a sense, been 
“popularized” during the past decade, largely 
by making it possible for the inexperienced in- 

vestor of modest means 
to participate on 
the same basis in in- 
vestment offerings as 
the wealthy investor. 
Almost every large in- 
vestment banking insti- 
tution now has an 
efficiently equipped 
service department 
through which the 
small investor can ob- 
tain valuable advice 
and information. By 
dealing with a reliable 
institution and by ex- 
ercising ordinary 
common sense and dis- 
crimination, almost any 
one with a few thou- 
sand dollars or more 
can find plenty of op- 
portunities to invest his 
funds in good invest- 
ment securities so as to 
share in the prosperity 
of our great industries. 
The investment securi- 
ty, directly or indirect- 
ly, is the universal me- 
dium of employment of 
Z the surplus wealth and 

he savings of the nation. 
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T has been said that Group Insur- 

ance is the one welfare plan that is 

effective to the last man. While 
athletic fields, rest rooms, and vaca- 
tion camps may only benefit certain 
members of the force, Group Insurance 
establishes a bond between employer 
and employee which draws each one 
into personal contact, because of the 
sacred responsibility to protect de- 
pendents—a duty which is common to 
employer and employee alike in the 
family life. 

Group Insurance originated in the 













groups were placed during the next 
few years, the first group policy of any 
importance was issued in 1910. Since 
that time, the number of employers 
who have extended this protection to 
their employees has steadily grown. 
Nearly 3,000,000 employees throughout 
this country are now covered by Group 
Insurance, according to statistics col- 
lated by The Association of Life In- 
surance Presidents, with an average 
amount of $1,400 on each life, thus 
bringing the total coverage under the 
group plan up to approximately $4,200,- 
000,000. 

The basic principles of Group Insur- 
ance are the same as those underlying 
ordinary coverage on individual lives. 
Medical examination is usually dis- 
pensed with under the group plan, al- 
though in certain states where the law 
requires it a nominal medical inspec- 
tion is made of group members. As 
it is the group, however, and not the 
individual employee, which is selected 
for this protection, the insuring compa- 
nies have considered that detailed medi- 
cal examination is not necessary. The 
waiving of this requirement is one of 
the most important and attractive fea- 
tures of Group Life Insurance. There 
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early years of 1900, and while some. 


Group Life Insurance 
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Many Advantages of This Growing Field 





would doubtless be in each large group 
a certain number of unhealthy lives— 
men who might not in other circum- 
stances be considered as insurable; but 
in a group of employees under a com- 
mon employer it may be assumed that 
as a whole they will experience an 
average rate of mortality from year to 
year. Anyhow the insurance compa- 
nies are willing to take this chance. 
The accepted definition of Group In- 
surance as adopted by a majority of 
the states is life insurance covering not 
less than fifty employees under one 
employer, written under a policy issued 
to the employer, the premium on which 
is paid by the employer, or by the em- 
ployer and the employees jointly. The 
object in fixing the number of em- 
ployees in any one group to not less 
than fifty is to insure that this blanket 
coverage will be large enough to give 
an average mortality experience. All 
new eligible employees as they enter 
the service automatically come in un- 
der the group insurance privileges. 
Under Group Insurance a “Master 


of Insurance for Employer and Employee 


By FLORENCE PROVOST CLARENDON 


the employees. The contract is be- 
tween the insurance company and tne 
employer, who is the nominal “policy- 
holder.” Each participating employee 
under this Group Policy receives a cer- 
tificate which states the amount of in- 
surance carried by the individual and 
the name of his designated beneficiary. 
This certificate also gives‘ information 
regarding policy privileges and benefits, 
and specifies the right of the employee 
to continue the insurance on a perma- 
nent plan without medical examination 
in event of his terminating his present 
employment. 

Insurance legislation in a number of 
states has ruled that the proceeds of 
life insurance under Group Policies 
shall be exempt from payment of debt 
of employee or beneficiary, and _ shall 
not constitute part of the estate of the 
employee for payment of his debts. 
Thus the proceeds of this group policy 
are reserved solely for the protection 
of the employee’s family when death 
finally calls him Home. 

Group Insurance is almost invariably 











Policy” is issued to the employer for written on the One Year Renewable 
BYFI Recommends 
Bonds with a high factor of safety, ready marketability and 
good collateral value: Approx. 
Price Yield 
N. Y. Telephone Co. ref. 6s Ser. “A” °41........... 108 5.2% 
- Del. & Hudson I5-year 544s °37.............00ceees 105 5.1 
Bethlehem Steel Ist guar. 5s °42...............0005. 100 5.0 
N. Y. Cent. & Hud. River deb. 4s °34.............. 96 4.6 
Bonds with a good factor of safety, fair income, good 
marketability and collateral value: 
American Sugar Ref., 15-year ref. 6s °37............ 104 $s) 
UR GROIOE ABE GS. OS sono os ccc ica ccsce cee 103 5.8 
te IE ERE SBOE ions asic ws 000s oinstiaceases 93 5.5 
DES SSS a! Oe ee 94 5.5 
Preferred stocks with ample security, a liberal income 
return and some possibility of enhancement in value: 
Brooklyn-Manhattan Transit Pfd. ($6).............. 84° «7.1 
U. S. Smelting & Refining preferred ($3%4)........ 49 1.2 
Schulte Retail Stores preferred ($8) .............. 117 6.9 
Willys-Overland preferred ($7)............eceeeeee 95 7.3 
Note: Famous Players Pfd., originally recommended at 115 has been removed 
from above list and substituted by Brooklyn-Manhattan Tr. Pfd. 
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Group Insurance Rates 


Annual 
Premium 


is Hie $5.87 
pu ee 
6.43 

6.76 

7.85 

10.02 

13.78 

19.87 

29.39 

43.83 
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Term plan. This has been found to be 
the most advantageous plan for the 
Group Policy on account of its sim- 
plicity and cheapness. Moreover, ad- 
justments of premiums on account of 
new entrants and withdrawals are easily 
made under the Renewable Term con- 
tract. 

The One Year Renewable Term 
Policy requires a yearly increasing 
premium for each member of the group. 
In the majority of Group Policies, how- 
ever, this increasing premium rate does 
not affect the employee, because in 
those cases where the employer and the 
employee pay jointly towards the 
premium cost, it is practically always 
arranged that that portion paid by the 
employee shall not increase, but shall 
remain at a fixed stated amount un- 
affected by change of age. 











Cost of Premium 


The premium cost of Group Life In- 
surance is the same under both partici- 
pating and non-participating plans. 
The Disability Benefit, operative up to 
age 60, is usually included in the 
coverage. The accompanying schedule 
will give an idea of the rates which ob- 
tain under the usual Group Policy— 
written on the One Year Term plan— 
per $1,000 insurance. 

The usual Group Policy contract pro- 
vides that at the end of each year after 
date of issue a reduction in the scale of 
premium rates will be effected by the 
Insuring company if the mortality ex- 
perience of the group warrants this 
reduction. 


Plan of Payment 


The more satisfactory plan of premi- 
um payment has been found to be that 
under which the entire expense of the 
Group Insurance is borne by the em- 
Ployer. One reason is that the em- 
ployer frequently will install Group 

(Please turn to page 250) 
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Information on Home Plans 
Dear BYFI: 

The columns of the BYFI Department 
mentioned several organizations where 
home building plans for small houses may 
be cbtained. ‘an you give me the names 
and addresses of the proper people to 
write to for further information in regard 
to such plans?—S. D. F., Hartford, Conn. 


Two organizations, recently re- 
ferred to in these columns which 
have home plans available at a 
small cost, are the Architects 
Small House Service Bureau, 250 
Park Avenue, N. Y. City; and the 
Service Department, R. R. Co- 
operative Building & Loan Asso., 
441 Lexington Avenue, N. Y. 
City. In writing for information, 
please mention THE MAGAZINE OF 
WALL STREET. 


Wanted—-An Investment Policy 
Dear BYFI: 

I am holding from 25 to 50 shares each 
of six listed stocks, some of which were 
beught as far back as 1919 and all of 
them acquired at a substantially higher 
price than current selling levels. | Origi- 
nally, I bought them on margin, but one 
by one have paid up the balance and 
now have the certificates. The income 
from these shares is not satisfactory— 
less, as a group, than I could get from 
some good bonds. Here is my problem: 
I don’t expect you to predict what each 
stock will do so I am not even bothering 
to list them but I would like to have you 
lay down a policy for me irrespective of 
their market prospects. Should I start 
all over again and buy bonds with the 
money that I could get by selling the stock 
or do you consider (as some people appear 
to) that stocks are better investments in 
the long run than bonds?—T. R., Balti- 
more. 


We assume that the stocks men- 
tioned in your letter are your 
only investments, and, in suggest- 
ing a policy do so with this un- 
derstanding. By way of sound 
investment policy, you should 
have bought bonds with your first 
investment money back in 1919 
instead of making stocks your 
first investment. Having made a 
false start (as we assume) why 
not begin all over again as you 
indicate and build up a good re- 
serve in conservative readily mar- 
ketable bond issues? An impor- 


tant consideration, in your speci- 
fic case, however, is the fact that 
by reinvestment, you would lose 
a part of your original principal 
without much opportunity of 
making up the loss when you buy 
bonds, except for further advance 
in bond values as the present 
trend suggests. To increase the 
likelihood of eventually making 
back this loss, we would suggest 
that you place at least a portion 
of your funds in convertible oil 
or mining bonds such as those 
issued by Anaconda, Granby Con- 
solidated and Pan-American Pe- 
troleum. These issues have sound 
investment merit and offer en- 
hancement possibilities through 
the conversion feature. 


Equity Behind B. & L. Shares 
Dear BYFI: 

I am considering. starting a savings 
fund with a local building and loan asso- 
ciation but I would like to clear up one 
point before undertaking a twelve-year 
saving’s program. As I understand it, 
the investment is made in the form of 
shares. Is there any margin of safety 
behind these shares or are they ordinary 
shares of common stock without further 
protection?—F, G. H., Brooklyn. 

An investment with a building 
and loan association has an ample 
margin of protection in the own- 
er’s equity in the real, property 
which is pledged to guarantee re- 
payment of outstanding loans to 
the association, plus the security 
fund which building and loan as- 
sociations are required by law to 
maintain. In other words, the 
association functions by placing 
the funds of its shareholders in 
first mortgages on small homes— 
one of the finest and soundest 
mediums of investment obtainable 
—the safety factor being further 
increased by the monthly amorti- 
zation of every mortgage out- 
standing. Building and loan shares 
for these reasons are not com- 
parable with stock in industrial 
corporations. 
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may be interested. 





The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which you 
Inquiries cannot be 
received or answered by telephone nor can 


SERVICE SECTION 


ANSWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 


department. 
As a yearly 


personal interviews be granted by this 
The inquiries presented in 
each issue are only a few of the thousands 
received and replied to in the first four 
months this year. 
sonal inquiry service in conjunction with 
the Magazine should help you to get hun- 
dreds or thousands of dollars of value 
from your $7.50 subscription. 
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UNITED CIGAR STORES 


I understand that United Cigar Stores Company 
is going to enter the real estate business on the 
chain store idea with branches all over the 
United States. Do you believe this is a wise 
thing to do? I am in the real estate business 
myself and also am a_ stockholder in United 
Crgar.—S. D. M., Newark, N. J. 

Coincident with its growth as a chain 
store proposition, United Cigar has de- 
veloped a large and what is practically 
a national real estate organization. 
While this has always been considered 
as more or less a side-line, its possi- 
bilities have become so evident that the 
company has decided to adopt a more 
aggressive policy. Accordingly, it has 
purchased a one-half interest in the 
Charles F. Noyes Co. which has: ac- 
quired its rental and agency business. 
This affiliation will give United Cigar 
greater facilities for securing agency 
business, and will also provide the op- 
portunity for further expansion of its 
own. On the face of things this would 
appear good business policy. However, 
while United Cigar will undoubtedly 
profit from this move in the long run, 
returns from this source lie a consider- 
able distance ahead, and such prosper- 
ity as the company has enjoyed to date 
appears well discounted in the market 
valuation of the shares. We see no 
particular advantage in retaining the 
stock. 


DU PONT 


1 have read in the papers that the E. I. Du 
Pont de Nemours Powder Company is being dis- 
solved.. Is this connected with E I. Du Pont 
de Nemours & Company whose stock is on the 
New York Stock Exchange? If so, how will it 
effect my stock. I originally bought 20 shares at 
$125 a share. This was in 1923. I received a 
40 per cent stock dividend last year.—P. E. H., 
Indianapolis, Ind. 


Originally, the E. I. du Pont de 
Nemours company was a powder manu- 
facturing concern, and the foundation 
of its present substantial prosperity 
was laid while it was engaged in this 
line of endeavor. It probably profited 
more from the world debacle of 1914 





1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. 


make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the In- 
quiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 


We 








than any other American concern. 
However, in late years the business of 
manufacturing explosives has become 
a comparatively minor part of its ac- 
tivities, it now producing a diversified 
line, ranging from paint and chemicals 
to rayon, the artificial silk. Its in- 
terest in General Motors is too well 
known to need mention here. The 
powder subsidiary, having outlived its 
usefulness, retires from the scene. Its 
passing has absolutely no effect upon 
yourself as a stockholder in the holding 
company. Your foresight in purchas- 
ing this stock at the level you mention 
is worthy of commendation, but even 
now, on the basis of the company’s 
showing to date and its visible pros- 
pects for the future, the stock appears 
somewhat undervalued. 


U. S. RUBBER 


I would be obliged for information regarding 
the U. S. Rubber Company. I understood that 
the company has its own rubber farms and is 
not affected by the English laws that restrict 
exports to this country. In that case I should 
think the company would make more profit and 
be able to pay dividends on the common stock.— 
F. A. S., Washington, D. C. 


To a certain extent United States 
Rubber is less affected by the British 
restriction than most of its competitors. 
The company controls extensive plan- 
tations in the Far East, from which 


it procures from 20 to 25% of its crude 
rubber requirements. When the peak 
of production is reached in 1981, as is 
believed, the proportion will be much 
larger. Of course, any serious restric- 
tion placed upon rubber exports to this 
country would affect the earning power 
of the company to some degree, but 
the situation has not as yet reached 
that critical stage. The company did 
well indeed in 1925, earning $11.21 a 
share net on the common, without any 
allowance made for profits accruing to 
its plantations. It got away to a poor 
start in 1926, being hampered by un- 
satisfactory weather conditions which 
retarded tire distribution, but things 
have since turned for the better, with 
the result that U. S. Rubber should 
give a good account of itself in ensuing 
months. The stock at current low 
levels appears rather undervalued. 


THE REYNOLDS SPRING CoO. 


What is your opinion of Reynolds Spring! 
In 1924 I paid $15 for my stock and could have 
taken a profit several times in that year and in 
1925. Now I have about given up hope of get- 
ting my money back.—W. A. C., St. Louis, Mo. 

The situation surrounding Reynolds 
Spring appears to be going from bad to 
worse. Its showing in 1924, when $1.13 
a share on the common was earned was 

(Please turn to page 264) 
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Baldwin Piano Company’s First 
Studebaker Car traveled 72,000 miles 


—it proved the higher economy of Studebaker 
equipment, so today this company uses 
Studebakers exclusively 


HE first Studebaker owned by the Bald- 

win Piano Company, Chicago, traveled 
72,000 miles “with practically no repair ex- 
pense.” With this experience as a foundation, 
the company purchased another Studebaker. 
And as further equipment was needed, more 
Studebakers were added to the fleet which 
now consists of eight cars—all Studebakers. 


Of these eight Studebakers, one has covered 57,000 
miles in two years, two others have mileages of 25,000 
and 23,000 miles for just over a year’s driving. Cars are 
used to bring prospects to the downtown store averaging 
75 to 100 miles a day. 


Even under city driving conditions, with continual 
stopping and starting, the cost of operation has been 
remarkably low. As the letter below shows, “Studebaker 
upkeep is almost negligible, only minor repairs and ad- 
justments being needed.” 


Longer life, lower depreciation 


Like the Baldwin Piano Company, many national con- 
cerns have found that a Studebaker car, after 25,000 
miles of service, is only in its prime. Upwards of 50,000 
miles is not unusual for a Studebaker. In a recent ad- 
vertisement in this publication, Studebaker listed 274 
owners who have each driven their Studebaker cars 
100,000 miles or over. Since publishing this list, 

the factory has received additional reports increas- 

ing the total to 750 owners—and more reports are 
coming in every day. 


Studebaker cars give many more years of depend- 
able service. And though their first cost is slightly 
higher, this cost is spread over a longer period. 
As a result, the depreciation cost of Studebakers 
is much lower, thereby effecting important savings 
for fleet-owners. 


Low operating cost 


Reports from many fleet-operators show that the 
6-cylinder Studebaker can be operated for prac- 
tically the same cost as thé ordinary 4-cylinder 


Below: The fleet of eight cars—all Studebakers— 
maintained by the Baldwin Piano Co., Chicago 


STUDEBAKER CARS COST 
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car, which varies from 5% to 6 cents per mile. It is 
significant that Studebaker repair parts sales for 1925 
averaged only $10 per car in operation. 


Thus, with its low operating expense and its much 
lower depreciation, the One-Profit Studebaker actually 
costs less in the long run. In addition, its much finer 
appearance creates prestige. And its greater power, 
greater comfort and greater dependability enable the 
salesman to cover more territory and produce more 
business. 


One-Profit value 


Higher quality and lower price are made possible in 
Studebaker cars by savings effected through Stude- 
baker’s famous One-Profit plan of manufacture. 


Particulars of Studebaker cars in fleet-service will 
gladly be sent to interested parties—The Studebaker 
Corporation of America, South Bend, Indiana. 
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Business Is Sound But Less Active 


Falling Off in Consumption Is Causing Manufacturers Output 
to Be Reduced—Margin of Profit Is Narrower in Many Lines. 

































ae 
METALS THE TREND IN MAJOR INDUSTRIES 
STEEL—New tonnage continues slow, but a few products 
Lighter Demand are in fairly good demand in the Chicago district. Out- 







put varies considerably with pressure for delivery against 
orders placed in first quarter but on the average is prob- 





HE somewhat slower rate of pro- 
| duction in several basic industries 









has brought a noticeable let-up in ably no higher than 85 per cent of capacity. 
the domestic consumption of metals. METALS—Lighter demand is reflected in lower prices of the 
Buying has been light in past weeks major non-ferrous metals, with especial weakness in 
and prices show a tendency to a lead and copper. Slower rate of production is adversely 
Copper could be had in large amounts effecting the domestic demand and foreign consumption 





at 18% cents, and, although this figure 
is still the nominal quotation, buyers 





is at a low ebb. 
















have been able to obtain contracts at a PETROLEUM—Further improvement in the demand for 
concession. The leading lead smelter gasoline and other refined products is a sustaining factor 
brought its price down to 7.75 cents a in the present upward price trend. For the present, how- 
pound and again reduced it to 7.65, ever, it looks as though materially higher prices would 
another reduction of approximately $2 not be posted in view of recent increases in crude output 
a ton which brings the metal to a new and present supplies on hand. 

low mark for the year. April sta- 7" 5 : Me a 
tistics show both these metals in a SUGAR—With practically all of the mills ceased grinding by 
slightly weaker position than in the this time and the stocks of distress supplies in stronger 
previous month and curtailment from hands, there appears to be some likelihood of a moderate 
the record rate of output in 1925, which price advance in anticipation of the seasonal increase in 
has also been continued through the consumption soon at hand. 

greater part of the first quarter of RUBBER—Further softening in prices suggests that restric- 





1926, would appear to be in order un- 
less some unforeseen developments of 





tive measures may have to be relied upon to support a 
a favorable nature materializes in the price structure more in line with planters’ views. 
near future. Heavier buying anticipated around this time to replenish 

(Please turn to page 283) inventories has not materialized to the degree expected. 


AUTOMOBILES—Outlook for further reduction in output 


















































COMMODITIES* : during the second quarter is strengthened as dealers fail 
sins idin thi thdaiaa anid to cut down stocks of cars on hand in spite of a seasonally 
Unit of Measure) | better demand. Severe competition is looked for this 
a ic ca 
High Low *Last summer. 
SG ae COAL—Prices are easy in spite of preparations for export- 
Copper (3) .... 0.14% 0.18% 0.13% ing, as British coal strike is prolonged. A number of in- 
ao - ee  h (Ul quiries have already been made for export to England. 
on RE SRE Plt op Present supplies are sufficient to accommodate export 
Corn (8) .....-. B51 P. on i demand without affecting prices. 
Steers (10)... OdL 0.00% 0.005 TEXTILES—The movement for curtailment among the 
ana: aes ee” oo Southern cotton goods manufacturers is spreading. Many 
Rubber (12) .... 0.98 0.48 0.48 és = . 
Wool (13) ...... 0.54 860.45 0.45 mills have adopted policy of working only on orders and 
Tobacco (14) ... 70.19 0.19 0.19 e ° h li W ] ds 
Sugar (15) ..... 0.04% 0.04 0.04% are not increasing warehouse supplies. - Woolen goo 
Peer (17) 1. Oe Gee fae business is a little steadier but prices are unsatisfactory. 

















RETAIL TRADE—Merchandising has failed to make the 
seasonal gains noted in corresponding months of 1925. 
In Chicago district, however, retail trade is reported to 
be somewhat better. Weather conditions are still a factor 
standing in the way of better retail business. 

SUMMARY—Manufacturers, who have been keeping their 
output as close as possible to actual consumption, find it 
necessary to slow down somewhat, which tends to keep 
the business structure sound. Prices have again turned 
downward and profit margins work narrower. 















*May 22. 
(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
©. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No, 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, c. per pound; (10) Top, 
Heavies, Chicago. c. per lb.; (11) Rio, No. 
7, Spot, c. per lb.; (12) First Latex crepe, 
ec. per lb.; (13) Ohio, Delaine, unwashed, 
©. per lb.; (14) Medium Burleigh, Ken- 
tucky, c. per lb.; (15) Raw Cubas, 96° 
Full, Duty, c. per Ib.; (16) Refined, c. per 
lb.; (17) Newsprint per carload roll, c. per 
Ib. tChange from 1924 to 1925 crop. 
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An unusual investment 
that pays big dividends 


— wHaTt happens when a motor car 
runs mile after mile, day after day—under 
_all sorts of conditions? 

To get the facts, General Motors has invested 
more than a million dollars in an 1125-acre 
Proving Ground. 

Here cars are driven day and night under 
constant observation and tested for power, hill 


climbing, braking power, speed, fuel economy, 


riding comfort and other qualities. 

In a month a car goes more miles than the 
average owner would drive ina year. 

The Proving Ground is an unusual invest- 
ment which pays big dividends—dividends in 
facts, quickly ascertained and employed to 
maintain quality and increase the values in 
General Motors cars. 

An interesting illustrated booklet on The Proving Ground 


will be mailed if a request is addressed to the Department 
of Publicity, 224 West 57th Street, New York City 


GENERAL MOTORS 


CHEVROLET + PONTIAC +» OLDSMOBILE + OAKLAND  .; BUICK 
CADILLAC + GMC TRUCKS + YELLOW CABS, BUSES aad TRUCKS 
FRIGIDAIRE—The Electric Refrigerator 
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How $100 N 


From $100 
Leaves $100 


Put $100 monthly for 12% 
years into 54% Guaran- 
teed PRUDENCE- BONDS, 
compounding the interest 
semi-annually, and at the 
end of that time you will 
be getting an income of 
$100 a month from an in- 
vestment of $100 a month, 
and in addition you will 
have accumulated $21,500. 
Why not come in and see 
us about it! 
Ask for Booklet 


Offices open Mondays until 9 P.M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervision of N. Y.State Banking Dept. 
NEW YORK BROOKLYN 

331MadisonAve. 162RemsenSt. 

TEAR OUTS eum 
Gentlemen: Without obligation on my 
part please send booklet ‘‘Prudence- 
Bonds Provide the Guarantee that 
Prudence Demands."’ M.W.864 


Name 


Address 























S oundl 
sneer gf 


There has never been a delay in pay- 
ment of principal or semi-annual in- 
terest on our $100 to $1000 First 
Mortgage Bonds, secured by income- 
paying cits business property, independ- 
ently and authoritatively appraised at sub- 
stantially 100% more than amount of 
mortgage loan. References; all 
local ks. Send 


page or 
write for “8% AND SAFETY” . 


booklet. 
(Established 1915. Incorporated 
1920) 


‘GROUP LIFE INSURANCE AN 


APPRECIATION OF SERVICE 
(Continued from page 245) 








Insurance as an appreciation of the 
loyalty of his employees and as a re- 
ward for length of service, and under 
such conditions prefers to bear the en- 
tire cost of his gift. Group coverage 
will sometimes take the place of bonuses 
or other annual gifts from the em- 
ployer, while in other cases the em- 
ployer takes this means of showing his 
interest in his employees at Christmas, 
or on special anniversary dates. More- 
over, the total cost of the group plan 
to the employer is comparatively small 
when viewed in relation to the amount 
of the pay-roll—probably being less 
than 1% of it annually. 

There are, however, a number of em- 
ployers who feel that the interest and 
appreciation of employees are stimu- 
lated when they share in the cost of the 
Group Insurance. It is indeed quite 
human to feel an added appreciation 
for what is personally paid for. Under 
the contributory plan, with employer 
and employee sharing the premium cost, 
the employer agrees to pay the premi- 
um to the insurance company as it falls 
due, generally paying a substantial por- 
tion himself. On this contributory 
basis the plan does not go into effect 
until 75% of the employees eligible to 
be covered have agreed to contribute 
a certain fixed portion of the cost. If 
this were not required there would be 
an element of adverse selection on the 
part of the employees, those with im- 
pairments or otherwise uninsurable 
taking advantage of the group cover- 
age, and the healthier members abstain- 
ing. This would, of course, tend to 
give a poor average mortality experi- 
ence for the group. 


Planning of Group Coverage 
In taking up the question of Group 


Insurance, the employer usually finds 
it advisable to employ a certain amount 


of publicity, such as the distribution of , 


explanatory literature, staff meetings 
to outline the plan and its benefits to 
the employees, and the help of an ex- 
pert life insurance man to acquaint the 
staff with the advantages of the pro- 
posed protection—just what it means, 
why it has been provided, and how it is 
to be paid for. Probably many of the 
employees will be unfamiliar with the 
benefits of life insurance, and these 
benefits should be clearly explained to 
them. 

Group Insurance has many economic 
advantages, from the viewpoint of both 
employer and employee. A man works 
with a higher courage, a better spirit, 
and a more contented mind when he 
knows his dependents will be provided 
for in case of his untimely death. The 
employer who is willing to reward his 
employees for faithful service and 
loyal co-operation gets in closer touch 
with his workers through this definite 


family protection. Improved relations 
between employer and employee must 
result from the good will evinced by 
this gift. Moreover, in many groups 
there are employees who are too old 
to get life insurance individually; 
others-in the group have physical im- 
pairments which would normally mili- 
tate against their obtaining this pro- 
tection; while still others of advanced 
age would feel that they could not af- 
ford the cost of individual insurance 
coverage. A group will include all 
these men, along with the other men- 
bers, giving to each one the advantage 
cf this protection. 

While some entrants in a Group In- 
surance plan may not at first recognize 
the benefits of this coverage, it is only 
necessary for one or two death claims 
to be paid to families of fellow-workers 
to impress all members with the ad- 
vantages of the protection. It is in- 
teresting to note that in placing one 
group insurance plan in which the lives 
of 50 employees were covered, it was 
found that 17 of the men had no life 
insurance, 13 of these men were mar- 
ried, and 23 others were insured for 
$1,000 or less. Such men need a gentle 
compulsion to make them realize their 
responsibilities and the necessity for 
preparing for the unexpected happen- 
ing. 





‘“‘My Budget’”’ 
Bound Book Free 


In addition to our booklet, “The Safety of 
Savings,” fully explain- 

ing the service of this 
company, we will mail, 
|| free of charge to any 
|| applicant, a copy of “My 

\ tii Budget,” a 24-page bound 
| book, containing daily “fill- 
| in” blanks, with full ex- 
i} planation, that will enable 
|; you to scientifically appor- 
| tion your income, so that 
you will accumulate sav- 

i ings through its use, 
/ neither denying yourself 
nor your dependents any 
of the necessities or 
wholesome luxuries of life. 








“My Budget” is based on 

modern accounting  sys- 
tems, but siuplified for individual or family use. 
Learn to save by science. Write today for your 
iree copy of “My Budget.” 


4% %—5 4 F— 6 Jo 


“My Budget’? is a thrift book entirely independent of 
the service of this company, except that its use will en- 
able you to save money that you can place with us for 
investment under one of our three plans. 


Our Three Plans Meet Any Investment 
Requirement 


This old, conservative savings and loan association (our 
37th year), operating under New York State banking super- 
vision, offers a haven of safety and an attractive earning 
return in the investment of your savings and funds. 

Our three Savings and Investment Plans meet any re- 
quirement of the thrifty, conservative saver, who demands 
guaranteed safety and earnings for his invested money: 

(1) Our Ordinary Savings Plan, paying 414% pe 
annum, affords facilities similar in effect to that of ordi- 
nary savings banks, in that money may be deposited or 
withdrawn at any time. 

(2) Our Income Certificates, paying 544% per annum, 
are available for either short or long term investment and 
are issued in any amount from $100 to $10,000. 

(3) Our Systematic (Installment) Savings Plan, paying 
6% per annum, provides for regular monthly deposit to 
accumulate a definite sum of money within a definite time. 


Exempt from Federal Income Tax 
Under the provisions of a special act ofthe United 
States , money invested on any of our three Plans, 
is exempt from the Federal Income Tax upto a yearly 
income of $300. rf 
Write for “My Budget” and “The Safety of Savings. 
BANKERS LOAN & INVESTMENT CO. 
Dept. H, 34 Pine Street, New York 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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‘Chevrolet Production 
Continues at its Peak! 


Continuing to operate its twelve great factories 
at maximum capacity and maintaining, month 
after month, a gigantic production schedule, 
Chevrolet is establishing a new high mark for 
the delivery of gear-shift automobiles. 


Chevrolet has correctly gauged the buying 
trend of the public which is more and more 
favoring a type of car low in cost, yet possessing 
quality features that provide the desired con- 
veniences and comforts of modern motoring. 


More and more the automobile is being re- 
garded as a utility and for that reason is being 
bought on the basis of economy. 


Therefore, since the Chevrolet Motor Com- 
pany has provided its dealers with a car built 
to the highest ideals of quality at low cost, 
meeting this great growing public demand for 
economical transportation, these dealers are 
enjoying a tremendous volume of business 
and a constantly increasing profit upon their 
investment. 

CHEVROLET MOTOR CO., DETROIT, MICH. 


Division of General Motors Corporation 


QUALITY AT LOW COST 
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You Can Buy Good Securities 


In Small or Large Lots on 


PARTIAL PAYMENTS 


Ask for Booklet MW-6 which explains our plan and terms 


Odd Lets of Stocks bought outright for 
cash or carried on conservative margin 


James M. Leopold & Co. 


Members New York Stock Exchange 





Established 1884 


NEW YORK 














THE FINANCIAL MAIL BOX 
(Continued from page 215) 














some of these writers claimed to have 
read or found in the original pros- 
pectus. Some parts of the plan were 
so, miscontrued that the original idea 
was completely lost. 

The greatest fault of numerous 
writers to the Inquiry Department seems 
an inability to differentiate between 
investing and speculating. Some think 
that because they purchase a bond or 
a stock outright—that is, pay the entire 
amount in cash—and because they in- 
tend holding that stock or bond for a 
long time, in itself this will lift a “cat 
or dog” promotion stock or even a 
listed speculative issue into the invest- 
ment class. Of course, this is folly. 
Purchasers of stocks or bonds must de- 
cide for themselves what they want to 
do; that is, either speculate or invest. 
For those without experience or who 
are not fully and completely in- 
formed as to the value of securities, 
let them make inquiries from compe- 
tent authorities before they make their 
purchases; not afterward when it is 
too late. In the business of buying 
stocks or bonds, there is one thing just 
as certain as death or taxes: if you 
speculate, you must be willing to take 
the risk, but you must know whether 
you should speculate or invest. 

The majority of people who lose 


252 


money in the stock market are ever 
chasing the elusive. They want well- 
rated security and high income yield, 
while the size or amount of the profit 
desired is always unlimited. Such is 
the financial rainbow which has caused 
more would be investors .and traders 
to become lost than the children in the 
fairy tale who chased the rainbow, 
seeking the pot of gold at its end. 
However, one thing must be said in 
favor of the children; they, at least, 
had no experience to guide them. 
Grownups should know better, but dis- 
play themselves as gluttons for punish- 
ment and keep coming back for more 
and additional beatings whenever they 
think their pocketbooks can stand it. 

Now that the reader understands 
about how the Inquiry Man views some 
of his mail, let us look on the other 
side of the picture and find out what 
some of the people think of the Inquiry 
Man and of the information and opin- 
ions as expressed in his replies. To be 
very candid, everybody does not com- 
pliment those of us whose job it is to 
answer the inquiries. Once in awhile, 
some people express themselves in no 
unmistakable and  uncomplimentary 
terms. 

They call a spade a spade and leave 
nothing to the imagination. I have 
been asked to answer for and, to my- 
self, as to just what earthly good I was 
when I couldn’t even answer a very 
simple question as to which five or six 
stocks would advance fifty to seventy- 
five points in about two months. I 
have been threatened with legal action 


because the security I had recommended 
went down in valuation instead of up 
and thereby caused a loss to the extent 
of sixty dollars. In a case of that kind, 
I feel a great deal like the cloak and 
suit manufacturer who didn’t think his 
bank was treating him altogether right 
because they called him on the tele- 
phone to say that he had overdrawn 
his account, when they never bothered 
to phone him when he had money in 
the bank overnight. A great many 
people, however, will write and express 
their appreciation for suggestions or 
opinions and even go so far as to men- 
tion the amount of money made. 

As mistakes, incorrect appraisal of 
certain securities and other mishaps 
will occur in every business, so it will 
in mine, but, considering that there are 
thousands of stocks and bonds dealt in, 
bought and sold and considering the 
constantly changing conditions in the 
industrial and financial position of indi- 
vidual companies, the information and 
opinions expressed are, in the very vast 
majority of cases, correct. As far as 
statistical information is concerned, the 
Inquiry Man would have to go out of 
his way to give incorrect data as his 
information is derived from seven dif- 
ferent sources; one checking the other. 

During 1925, 115,000 people asked 
THE MAGAZINE OF WALL STREET that 
ever pertinent question: 

“What’ll I do?” 

My colleagues and I worked very 
hard to answer these questions. We 
leave it to our readers to judge whether 
or not we have been successful. 


When doing business with our advertisers, Irindly mention THE MAGAZINE OF WALL STREET 





Are 
OIL STOCKS 


Still A Buy? 


During the collapse of the market in late March, we advised covering all 
short sales of oil securities and re-affirmed a bullish position on individually strong 
units, like Marland. 


Since the March collapse, in spite of the further liquidation in motors, equip- 
ments, textiles and the steels, oil securities have stood out, clearly indicating their 
strong position. 


This strength is based on a smaller production than a year ago and advancing 
prices. But, what of stocks of oil and gasoline on hand? What of new and pos- 
sible large discoveries? What of the probable price trend during the summer and 
the balance of the year? 


BUY—OR SELL, NOW? 


Does a careful consideration of these conditions and prospects warrant ex- 
tended purchases of oils, right here? Can we look for a sustained advance through- 
out the summer months, at least? 








Or, is it a time to go much more slowly in regard to oil commitments? Can 
oil securities, if sold here, be replaced to advantage, later on in the year? 


The entire oil situation is analyzed and specific recommendations on individual! 
oils made, to take advantage of conditions ahead, in our latest bulletin, just off the 
press. It should be invaluable to all interested in buying or now holding oil securities. 

To obtain a copy FREE, without aay obligation at all, simply return the blank 


below. 


American Institute of Finance 
141 Milk Street, Boston, Mass. 





AMERICAN INSTITUTE OF FINANCE, 
141 Milk Street, Boston, Mass. 


Return the attached coupon Please send me FREE bulletin MWJN. 
and we will gladly mail you, 
without obligation, our latest 
analysis of the oil situation. 
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SECTIONAL ANALYSIS OF U. S. BUSINESS CONDITIONS 
(Continued from page 214) 


agreement, the number of non-union 
miners is steadily increasing; and dur- 
ing the last week in April, non-union 
miners exceeded union in the Pittsburg 
district for the first time in 30 years. 

Stimulated to continued activity by 
the building boom, cement manufac- 
turers had a combined output of 157 
million barrels last year. In view of 
the fact that their capacity is close to 
200 million, this is not so favorable for 
the industry as might appear at first 
glance. It is doubtful whether the rec- 
ord demands of 1925 will be duplicated. 
This year so far does not show it, even 
though April sales considerably ex- 
ceeded March. 

Petroleum from the Appalachian 
fields is of constant, non-spectacular 
output. In addition there is the ad- 
vantage of proximity to Eastern mar- 
kets and seaboard. Until some three 
months ago, Pennsylvania fields suf- 
fered from competition with Mid-conti- 
nent fields which export through the 
Gulf. With the rise in Gulf crude 
prices, the situation has become some- 
what easier in the East. 

Moreover, the Pennsylvania fields, in 
common with the eight refineries of 
New Jersey, are more secure now, with 
gasoline consumption steadily mount- 
ing and refinery prices firm at last 


year’s level, than they were six weeks 
ago, when the gasoline stocks of the 
country rose close to 2 billion gallons. 

Steel, the reliable barometer of in- 


dustry, has reflected the gradual’ re- 
cession of the country’s business 
activity. 

Of the 89 million tons, produced in 
the world in 1925, the record output, 
the U. S. produced 46 million, and 
maintained our industry close to its 
theoretical. capacity. Augmented by 
heavy buying by the automobile and 
building industries this spring, produc- 
tion was kept at the high level through 
April. In fact, steel ingots actually 
showed a 5% increase, in the first four 
months, over last year. But not long 
ago the U. S. Steel Corporation re- 
ported, as of April 30th, a decrease in 
their unfilled orders of 511,959 tons. 

This, in connection with the recent 
decrease of 4.6% in the daily rate of 
steel ingot production, presages a 
somewhat lower mill operation for the 
summer. 

The industry as a whole is close to 
80% capacity at present with May 
business so far, better than April. 
Prices of finished steel have weakened 
slightly, now averaging 2.417 cents per 
pound against 2.439 last year this time. 

Pig iron did not follow the course of 
steel closely. 236 furnaces produced 
an April tonnage which exceeded 
March. 237 furnaces are in blast at 
this writing and will doubtless equal 
the April output. Indications from va- 
rious centers are that consumption is 
reviving. 





3. SOUTHERN STATES 


Turning south into the land of cot- 
ton, it is found that neither the grower 
nor the spinner is favored in the status 
of this industry. Again over-produc- 
tion characterizes the difficulty. The 
1925 crop was a bumper of 16,086,000 
bales, and to date 1,200,000 more bales 
have been brought into sight than at 
this time last year. All last year the 
price see-sawed, but with a downward 
trend. Fluctuations were so erratic 
that the grower was unable to protect 
himself through his usual hedges in 
futures, and sold his cotton in a falling 
market. . Export, while it reached a 
high peak last October, declined 6% 
for the nine menths of the cotton year, 
whereas the first four months of 1926 
show a decrease in cotton export of 
24% over the same period of last year. 
Meanwhile, although consumption has 
‘been at a rate exceeded only by 1923, 
there are prospects of a 4% million 
bale carryover. 

In the face of this situation, the 
grower has replanted only 5% less 
than the 46 million acres of the past 
season. While weather conditions, thus 
far, have not been favorable, and as a 
result: the crop is two to four weeks 
jate, the chances are that 14,000,000 
bales will be produced. 

The cotton manufacturer in the 


south now operates 70% of the active 
spindles of the country. Except that 
he enjoys cheaper labor, his situation 
at this time is not unlike his New 
England rival; in that he bought cheap 
cotton and did not cut his mill output 
until April (operations in many south- 
ern mills were cut 25% May first). 
As a consequence he is over-stocked 
and suffering from a narrow profit 
margin in a weak cotton goods market. 

The tobacco industry in the south is 
better off than cotton. Although the 
average price received by the grower 
was only $18.30 per hundred pounds 
against $20.70 of the previous year, 
still the crop was larger, totaling 
1,349,660,000 pounds of tobacco pro- 
duced. The acreage for the 1926 crop 
will be slightly less than last year, not 
enough less, it may be added, to abide 
by the counsel of the Tobacco Associa- 
tion of the United States. In addition 
the acreage for North Carolina, Ken- 
tucky Burley and Maryland export 
type, are increased. 

Tobacco manufacture is increasing 
in the south in accord with the tre- 
mendous growth in the use of the 
cigarette. In 1925, 75 billion cigarettes 
were produced, and consumption in the 
first two months of this ‘year was 7% 
larger than last. Tobacco prices per- 
mit attractive profit margins on both 
cigarettes and smoking tobacco. 


The Southern States were the only 
group to report building in April in 
excess of a year ago. The 10% in- 
crease was due principally to activity 
in Florida and Houston, Texas. 

The latter state shows a diversity in 
prosperity as it does in products. Oil 
in the southern part is being exported 
in fair volume and at better prices 
than a few months ago. Refineries are 
active and tanker shipments to East- 
ern markets are steady. Saw mills 
are running full time and lumbering op- 
erations and shipments are apace with 
production. Last year’s cotton crop in 
this state was short staple and resulted 
in many losses. The weather has mili- 
tated against the present one. Grains, 
on the other hand, are in excellent con- 
dition. Livestock has wintered well, 
and are well corn fed in view of the 
low price of this commodity. While 
shearing, this spring, yielded a good 
wool crop of unusual quality, unfavor- 
able prices prevent profit in this in- 
dustry. 


4, WEST CENTRAL STATES 


The central west presents a picture 
of prosperity except in one large com- 
modity,—corn. In this product, supply 
considerably exceeds demand and bids 
fair to continue to do so throughout 
this year, as stocks are very large. 
But as a matter of fact, neither con- 
sumption nor corn acreage can easily 
be altered. It must remain the princi- 
pal crop on most corn belt farms. With 
the price at $0.70 per bushel as op- 
posed to $1.11 at this time last year, 
it has been more profitable to keep 
hogs and cattle on corn feed than to 
market the corn. As a result, hogs 
have generally run heavier than usual 
this spring. In fact, with present 
prospects of a coming crop the size of 
last year’s, the obvious way out of the 
farmers’ difficulty is to raise more hogs 
and cattle in order to have less corn 
to sell; and to diversify his crops in- 
sofar as he is able. 

The number of cattle raised, both 
beef steers and dairy cows, has de- 
creased materially in the last few 
years. Receipts at slaughtering cen- 
ters show livestock generally in good 
condition and in normal volume. De- 
clining prices are more favorable to 
the stock raiser than the meat packer, 
whose margin remains small. 

Winter wheat was reported in ex- 
ceptionally good condition by the De- 
partment of Agriculture on May first. 
While 1925 production was 398 million 
bushels and this year’s estimated at 
550 million, we are not faced with 
heavy stocks, and farm profits are 
more assured. Rye and oats are also 
in favorable positions as to production 
and stocks. Although, in accordance 
with commodity prices generally, all 
grains are lower than last year. 

Moving eastward in this section to 
the industrial area near the lakes, au- 
tomobile manufacture looms up. It will 
be noted that on the map the desig- 
nating spot of this industry indicates 
fair, even in consideration of the huge 
production figures of this spring. 

(Please turn to page 256) 
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$100,000,000 sales in 16 months 


When the car-owners of America have 
a preference, they stand up and pro- 


claim it. When they find what they 
want, they rise in a body and go get it... 


There’s no mistaking the genuineness 
of the general enthusiasm for this 
handsome big Overland Six. There 
has never been anything half-hearted 
about it. It has left nothing to the 
imagination ... 


One Hundred Million Dollars in sales, 
in 16 months. That’s expressing a 
preference with a vengeance. Never 
before has such emphatic public ac- 
ceptance been registered for any single 
model of any make of car. Not in 25 
years has this country witnessed any- 
thing like it! 
ok ok ok * os 

Men are sttong for this car because it 
gives them in such abundant measure 


all that a red-blooded driver yearns for 
in power and stamina, in speed and 
spectacular performance-ability .. . 
With a full 40-brake- horsepower de- 
livered in a straight line from its low- 
swung gravity-balanced enginethrough 
to the rear wheels, nothing like its pow- 
er or activity has ever appeared in any- 
thing of its size, or weight, or ptice-class! 
Women care for it because of its con- 
spicuous good looks, its long, graceful 
lines, the charm of its beautifully- 
blended two-tone color-combination. 
The rare comfort of its extra roominess 
appeals to them. Its air of quality, its 
richness, its completeness in all things 
large and small delight them! 

The new Willys Finance Plan means less money 


down, smaller monthly payments; and the low- 
est credit-cost in the industry. Get the figures. 


Willys-Overland, Inc.. Toledo, Ohio 
Willys-Overland Sales Co. Ltd., Toronto, Canada 
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SECTIONAL ANALYSIS OF U. S. BUSINESS CONDITIONS 
(Continued from page 254) 








While it is believed that the market 
for pleasure cars and trucks will sup- 
port good sales volume for some time 
to come, evidences of over-production 
are appearing. The relatively small 
reduction in output from March to 
April of only 504 cars against last 
year’s cut of 10,000 at the same period 
does not jibe with the fact that many 
of the smaller producers did not make 
a normal seasonal gain in sales. It 
may be that the largest companies are 
taking the lion’s share, but one leading 
producer has injected a factor of un- 
certainty into the price situation by a 
recent reduction which has occasioned 
some disquietude. It is yet too early 
to gauge the effects of stocks in deal- 
ers’ hands. 

Manufactured rubber goods, which 
of necessity largely shares the fortunes 
of the motor car, is in fair shape, with 
rubber prices down to last year’s levels 
of this season. Those companies whose 
inventories are still showing stock at 
the peak prices of some months ago 
are not so well situated. 

Some improvement has been noted 
in tire sales as the season advances; 
and the number of tubes and casings 
in dealers’ hands is not appreciably 
larger than last year. Leading tire 


manufacturers, however, continue to 
operate on a schedule of 5 days a week, 


or less, and over 3,000 rubber workers 
have been laid off in the Akron dis- 
trict. Tire prices have been guaran- 
teed to dealers until July first, so that 
reductions before that date would en- 
tail considerable losses to producers. 

Pig iron and steel manufacture of 
this section have fared with the indus- 
try as a whole. Steel plants of Ohio 
are at 75-80% capacity, and fair activ- 
ity is found in the Chicago district, 
with May showing a gain over April. 

Oil production in Indiana and Illinois 
continues in moderate volume, while 
refineries of this territory continue to 
handle 15% of the country’s light 
crude. 


5. MOUNTAIN STATES 


Wool growing appreciably lowers the 
prosperity of the Mountain States. 
With the steady decline in the price 
of this product, even considering the 
returns from the mutton and lamb, 
what is realized at present is close to 
the estimated cost of production. The 
sheep raisers have largely lowered 
their own market in their anxiety to 
sell; and the case in point is typical 
of the need for cooperative marketing, 
which now only partially exists in the 
industry. Stocks »f recent shearings 
are being held by many farmers for a 
stabilization of prices. 

The trend of non-ferrous metals has 
been downward. Copper is probably 
in the best position of any of them. It 
is true that its market has been weak 
for some time and that cut-throat com- 
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petition has been rampant. Still, con- 
sumption continues to run ahead of 
production and mining operations are 
continually pushed. In such a situa- 
tion, with domestic needs growing with 
the expansion of electric power trans- 
mission and European interest reviv- 
ing, the price is bound to appreciate to 
levels assuring more satisfactory earn- 
ings to the producer. 

Silver mining has been maintained 
at a much higher level than at any 
time in recent years. It is however 
somewhat unfortunate, in view, not 
only of its lowering price, but also of 
the decreasing of its use for coinage. 
The Chinese situation, moreover, is 
sufficiently unsettled to interfere with 
its normal flow to that country. On 
the other hand, the use of silver in the 
arts and industry is slowly increasing. 

Gold also must be rated a scant fair, 
for whereas the miner has suffered 
from increased wages and cost of sup- 
plies, his selling price is stable at only 
$20 or less. 


6. PACIFIC STATES 


We have become accustomed to hear- 
ing optimistic reports from California, 
so that it is no infraction of custom to 
report favorable conditions in this sec- 
tion. 

Attention has been called to the fact 
that the production of petroleum in 
California has been declining. It has; 
but in so doing, has been approaching 
normal after the initial period of ex- 
cess. Further, these younger fields 
are more susceptible to irregularities 
than those more seasoned. California 
crude is still the cheapest in the coun- 
try. The fuel oil constituent is vastly 
more important here than in other 
parts of the country where coal is 
plentiful, and refineries, in order to 
meet this demand, are obliged to pro- 
duce gasoline far in excess of local re- 
quirements. In consequence, stocks of 
gas are high, in spite of export and 
Eastern shipments, and the distributor 
bears the burden of almost profitless 
prices. 

An abundant fruit crop is material- 
izing in this section two to three weeks 
ahead of time. The canner will profit 
by this, particularly in view of the low 
price of sugar, as well as the grower. 
Dried fruits have been also strong be- 
cause of good Eastern demand. Grains 
and other farm products are in normal 
condition, although in Washington and 
Oregon, a period of dryness retarded 
crops to some extent. 

Industrial development around the 
ports and cities is increasing, and 
power plants have been forced to con- 
siderable expansion to meet the grow- 
ing demand for electric power. Build- 
ing continues active, particularly in 
Seattle, but generally is of slightly less 
volume than last year. 

West coast lumbermen have pro- 


duced at a high rate. Mills have great- 
ly increased in number and the “cut” 
has been heavy in Western pine and 
redwood. A considerable quantity has 
been exported as well as shipped to the 
East, where it met the competition of 
Eastern lumber even in a falling mar- 
ket. Prices are generally too low for 
high profits, but volume is substantial; 
both new business and shipments ex- 
ceeding production by wider margins 
than last year. 


CONCLUSIONS 


Of the six sections into which the 
country has been divided, the Middle 
West and the Pacific Coast are perhaps 
the most prosperous and possess the 
most favorable prospects. The Middle 
Atlantic States rank next. New Eng- 
land is retarded by her textiles; and 
the South is in the least favorable po- 
sition in spite of her bountiful crops. 

In each of these sections, differing as 
they do in degree of prosperity and 
nature of industries, business is con- 
tending. with certain tendencies com- 
mon to all. Chief. among these is the 
practice, developed during the past 3 
years, of buying only in alignment with 
current business, and not contracting 
for stock. It cannot be interpreted, 
moreover, simply as an earmark of 
caution, since it finds its source, partly 
in the present efficient state of trans- 
portation, which makes unnecessary 
the carrying of large stocks with its 
consequent tying up of capital. The 
principle is further encouraged by the 
second common characteristic of gen- 
eral conditions, notably over-production 
of raw materials with subsequent 
flooding of markets and falling prices. 
Examples are unnecessary, the recur- 
rence of “over-production” in the fore- 
going text is sufficient. 

Speaking of over-production brings 

us to another feature which has served 
to emphasize it. It is the decrease in 
our foreign export trade. This year 
imports have persistently exceeded ex- 
ports. It is symptomatic of European 
revival—if she is to pay her debts to us, 
she must buy less and sell us more. We 
must expect an unfavorable balance 
for a long period to come and should 
cut our cloth accordingly. 
” Taken as a whole, the condition of 
business in the country is not unfavor- 
able. Recession from high prosperity 
has taken place and the summer may 
see further slowing down, as has been 
common in recent years. If, however, 
the forces of curtailed production are 
strong enough during this period and 
essential stabilization of prices takes 
place, the normal fall revival of trade 
will turn the business curve upward, 
at least for a time. 





The next issue contains a list 
of non-dividend paying stocks 
which are the most attractive 
in their respective groups. This 
feature contains many valuable 
suggestions. 
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TEN LOW-PRICED STOCKS WITH ATTRACTIVE POSSIBILITIES 
(Continued from page 287) 


commercial aviation on.a material 
scale, and government aviation, in the 
opinion of many experts, is much less 
extensive than it should be. Proper de- 
velopment along these lines, however, 
seems inevitable in the long run, and 
the recent agitation in Washington in 
connection with the Mitchell investiga- 
tion should not be without some stimu- 
lating effect. 

The bulk of. Wright’s business has 
been with the government, but the sale 
of well over 100 air-cooled engines to 
private customers during the last few 
months is encouraging, and indicates 
that perhaps a real start has been 
made in commercial aviation. 

At any rate, there has been a distinct 
improvement in earning power. In- 
come for the first quarter of 1926 
equaled 80 cents a share, or at the an- 
nual rate of $3.20. This compares with 
$2.85 and $1.70, respectively, in 1924 
and 1923. All net income is applicable 
to the common stock as there are no 
prior capital or floating obligations. 
The company rents its plant dt Pater- 
son, N. J., and the greater part of its 
assets are in the form of liquid invest- 
ments which have a value per share 
greater than the current price of the 
stock. 

The yield provided by the $1 annual 
dividend is not attractive, but with a 
continuance of current earnings, a 
higher rate would be easily possible. 
The stock at 380 is speculative, but 
nevertheless compares very favorably 
in future possibilities with similarly 
priced shares. 


Conditions surround- 
ing the industry in the 
past three years or so 


MAGMA 
COPPER 
Price, 36 


Div., $3 
Yield, 8.3% 


the larger number of 
copper companies has 
shown indifferent re- 
sults. Some few have 
done well, however, these being the low- 
cost producers. Among the latter 
Magma holds an important place, al- 
though it is a relatively small company 
compared with its contemporaries, like 
Kennecott, Chile and Cerro. 

Magma’s status has improved consid- 
erably in recent years. The company’s 
ore reserves are substantial, but during 
the period of post-war depression in the 
copper market, it became apparent that 
new policies must be adopted to main- 
tain profits. Economy in operation was 
essential, and to accomplish it Magma 
decided to enlarge output and handle 
its ores in its own smelter. Accord- 
ingly, a bond issue was authorized to 
secure the necessary funds. While this 
smelter was in process of construction, 
Magma devoted its energies to develop- 
ment work on the properties in order to 
expand output. 

The smelter was put in operation late 
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have been such that 


in March, 1924, and promptly demon- 
strated its effectiveness in cutting pro- 
duction costs. Such -costs, before de- 
preciation and depletion, averaged 7.87 
cents a pound in the first year of opera- 
tion. Costs last year were even lower, 
being 7.51 cents, which shows that 
Magma is definitely established as a 
low-cost property and well able to show 
good earnings under relatively unfavor- 
able conditions. 

Net profits in 1924 were $2.20 a share 
for the 408,155 shares of no par com- 
mon stock, which is now the only capital 
obligation, compared with $2.34 last 
year. The company’s entire bonded 
debt was retired in June, 1925. In the 
first quarter of the current year Mag- 
ma produced 7.12 million pounds of 
copper at an average cost of 7.89 cents 
a pound and realized an average sell- 
ing price of 13.83 cents. 

Dividends were resumed a little less 
than a year ago at the present rate of 
75 cents a share quarterly. There is no 
great likelihood of an early increase in 
this rate, in view of the present cop- 
per situaton, but the current payment 
seems reasonably secure. 

Recovery in copper prices should be 
reflected promptly in the market posi- 
tion of the shares which meanwhile 
afford an attractive yield. 


TIDEWATER- The present Tide- 
ASSOCIATED water-Associated Oil 
Company was recent- 
OIL ly created to provide 
P a corporate structure 
P yeCe, 24 for the consolidation 
Div., None of the Tidewater Oil 
Company and the As- 
sociated Oil Company. In the prior 
combine of Standard Oil of California 
and the Pacific Oil Company, the legal 
requirements of the State of Califor- 
nia made it necessary for control of 
Associated to be relinquished by Pa- 
cific Oil, as Associated and Standard 
of California were competing pipe line 
owners. With several potential buyers 
in the market, negotiations between 
Tidewater and Associated finally re- 
sulted in a merger between the two, 
through the formation of the present 
Tidewater-Associated Oil Company. 
The reserves of Associated are 
mainly in the thick and prolific Cali- 
fornia sands with a depth that ranges 
between 50 and 600 feet, compared with 
the 30 to 70-foot sands usually en- 
countered in the Mid-continent section. 
These California fields are compara- 
tively young and provide a reserve un- 
derground which is estimated at 72 
million barrels. This figure does not 
include any of Tidewater’s production 
nor any allowance for acreage held by 
the constituent companies in undevel- 
oped sections. 
The affiliated companies have an 
aggregate refining capacity of close to 


130,000 barrels daily with a net-work 
of pipe lines and gathering lines of 
sufficient capacity to supply an equal 
amount of crude. The refineries are 
supplied at. present both by the com- 
pany’s own production and by crude 
purchased from other companies, the 
amount being about equally divided be- 
tween these two sources. The inter- 
changeability of the properties of both 
companies should prove to be a very 
great advantage in both the producing 
and distributing divisions of their op- 
erations. 

The new company will be capitalized 
with 763,471 outstanding shares of 6% 
cumulative preferred stock of $100 par 
value and 5,480,733 outstanding shares 
of no par value common stock when a 
complete exchange has been made. 
The combined balance sheets of both 
companies indicate a surplus of about 
160 million dollars. The common, earn- 
ing around $3 a share, has interesting 
speculative possibilities. 


The corporate ex- 
istence of the Sun Oil 
Company, formerly 
mG el known as the “Sun 
D — $1 Company,” dates back 
Yield, 3.1% to 1901, but for years 
* Also 3% in stock. the stock was closely 

held and it was not 
until. 1924 that the general investing 
public was permitted an insight into 
its affairs. 

Sun Oil constitutes a complete unit 
in the petroleum industry, being an 
important producer, refiner, trans- 
porter and marketer of petroleum and 
its products. It is especially ‘strong in 
its lubricating department. Products 
are sold under the well-known trade 
name, “Sunoco.” 

The company controls, by lease or 
through ownership of mineral rights, 
about 900,000 acres, located mainly in 
the Mid-Continent fields. Present pro- 
duction aggregates about 15,000 bar- 
rels daily. It also owns modern re- 
fineries at Marcus Hook, Penna., and 
Toledo, Ohio. The transportation end 
of the business embraces ten ocean-go- 
ing tank steamers, 911 tank cars and 
about 480 miles of pipe lines. 

Capitalization consists of slightly 
over 10 millions of funded debt and 
1,034,373 no par common shares. Cur- 
rent assets total 14% millions, while 
current liabilities are less than 4% 
millions, indicating working capital of 
about 10.5 millions. 

The company has consistently done 
well from an earning standpoint. Its 
showing in 1925 was excellent, net 
profit being equal to $3.48 a share on 
the basis of the present capitalization, 
against $6.27 on 320,000 shares of $100 
par outstanding in 1924. These earn- 
ings were the best since 1920. The 
outlook is for further improvement. 

Thus far, the stock has attracted 
little speculative interest and conse- 
quently has been inactive, but it is ob- 
vious that any further progress along 
the lines indicated cannot fail to be re- 
flected marketwise. In addition to the 
regular 25 cents a share quarterly cask 

(Please turn to page 292) 


SUN OIL CO. 
Price, 32 
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70% of Market Losses are 








Preventable 





Causes of Losses in 
Stock Market Opera- 


— Statistics prove that the majority of losses through 
investing and trading are caused by certain well 
recognized errors of commission and omission. 



























































mn 70% are caused by lack of knowledge and 





overtrading. 
LACK OF OVER SPECIFIC + MIS— 


—— mcg — “i The Wyckoff Staff of Experts Can Help You 
’ : 2 __| Eliminate These Difficulties. 














Knowledge and market experience, together with the close application of 
scientific principles as practiced by our staff experts, are making it pos- 
sible for investors and traders, throughout the country, to realize substantial 
market profits, year after year. 


As an explicit example of how our guidance, translated into dollars and 
cents, can aid you, clients of ours are now carrying on our definite recom- 
mendation, among other stocks: 

; Cost Price, May 28 
Atchison 128 14034 
Missouri-Pacific, Pfd. ........... 78, 85 
Postum Cereal 843, 911% 
Int. Combustion Eng. ............ 41% 51% 
Pan.-Amer. Pet. B. 71% 
Mack Truck 113% 
N. Y. Central ” 128% 
Standard Oil, Cal. .............. 58% 
Cons. Cigar 58 


Showing a profit of approximately 64 points in only nine of our stocks. 
Other subscribers are carrying additional stocks that are also building up profits. 


BUT 


One of the strongest features of the Wyckoff System is that when we feel the oppor- 
tune time has arrived to convert these paper profits into money in the bank we 


Wire or phone when to sell 
This is exactly the kind of service you have always been looking for—It eliminates 


70% of the causes of stock market losses—It will put your investing and trading opera- 
tions on the right side of the ledger. 
Let us convince you that we can aid you to secure consistent profits. 
COUPON 
The Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 


Gentlemen: 
{Investment [] 


1 Speculation [] © the amount of $ 


I am holding securities for 


for trading purposes. 


June 5 
ee 
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New York Stock Exchange 


Stocks 
and RAILS 
Bonds Pre-War War Post-War 


Period Period Period 
—“—_ ——- S———*" Last Div’d 
1909-1913 1914-1918 1919-1925 Sale $ Per 
Securities bought for High Low High Low High Low i 5/26/26 Share 
E 125% 90% 111% 70 91% 137% 
cash or carried on con- Do. Pfd. . 106% 96 102% 75 98 72 99 
148% 108% 126 19% 


i in. 12214 90 96 88} 
servative marg ge Sy 22% 90% % 








Your inquiries pertain- +i 
ing to investments i 51% 


Pfd. a 
promptly answered. 96% 


130% 
Chi. & Northwestern 123 
Send for copy of our ge I. & — 


r nvestment List. Do. 6% Pid, ; 
current samen L Delaware & Hudson 


24° Erie 
Curb Securities Bought or Seld for Cash Do. ist Pfd. 

Do. 2nd Pfd. 
Great Northern Pfd 
Hudson & Manhattan 
Illinois Central 
Interboro Rap. Transit 
—~ City Southern 


Pfd 
° 
John Muir & (o Lehigh, alle 

Mo., Kansas & Texas *51% 
Members Do. Pfd. . onvit 
New York Stock Exchange D fd a4 
New York Cotton Exchange 











147% 
N. Y., Chi. & St. Louis 
Associate Members 3 Se . a. 6 a 
. ” n oO oses 
New York Curb Market Norfolk & Western 


Northern Pacific 
61 Broadway New York Pennsylvania 
Pere Marquette 

Pittsburgh & W. Va 
Reading 

Do. Ist Pfd. 

Do. 2nd Pfd. 
St. Louis-San Fran 
St. Louis Southwestern 





























OVINGTON’S | Set 


“The Gift Shop of Fifth Ave., Inc.” 


ici i Union Pacific . 
Participating Preference nion Pacific 


Wabash 
Stock Do. Pid. A. 
me, Bie. B i105 
Western Maryland ee 
Do. 2nd Pfd. 
Western Pacific 


Ovington Bros.’ Company has be- Do. Pfd. hie : 
come widely known as the Gift Shop. Do. Pfd pags % 165% 
Surrounded as it is by stores cater- . 


ing to gift givers, it seems significant INDUSTRIALS 


that it should have become distinc- 


tive as such. Adams Express =: 90 154% 42 117% 


A unique but sound method of Ajax Rubber vs se 894% 45% om 


merchandising has made it a very oe 
Ye 


et 5 6 
prosperous enterprise and an oppor- Do. Pfd. 40 i 32% 

> / 4 
tunity is now offered to the public > a. 63 103%  a9ig 


to share directly in its success. Am, Beet Sugar 108% 19 
The Participating Preference — Can resect 47 6 68% 19% 
Stock is selling on a 7.60% yield Do. Pfd. / , 8” 


basis and we regard it as an attrac- Pfd 3 119% 
i : ge fee 140% 
tive speculation. Inquiries invited. : 7 221, 
94% 


e $s 5 
Am, International ‘a ok 62% 
Am. Linseed Pfd. . Z 92 
GOODBODY & oD. Am. Locomotive 981% 
Do. Pfd. 109 
Members New York and Philadelphia Am, Metal ee, iA 4 
Stock Exchanges and New Ycrk Am. Radiator ® ® #445 
Curb Market Am, Safety Razor “e iy <e 
° Am, Ship & Commerce os a as 
115 Broadway 350 Madison Ave. Rien; Smuit. & Ref 1 54 193%, 
4 


. 1187 
NEW YORK wp ot “jo 


Do. Pfd. a pl Pol 
BRANCH OFFICE Am, Sugar Rofining % 126% 
1605 Walnut St., Philadelphia, Pa. Do. Pfd y 128% 
Am, Sumatra Tobacco o a 145% 6 8 ; 
Am, Tel, & Tel 101 134% 145 9 1483; 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Price Range of Active Stocks 


Am, Tobacco 
Do, Com. B 
Am. Water Works & Elec 
Am, Woolen 
Do. Pfd. 
Anaconda Copper 
Associated Dry Goods 
Do. Ist Pfd. 
Do, 2nd Pfd. 
Associated Oil 
Atl, Gulf & W. Indies 
Do. Pfd. 
Atlantic Refining 
Austin Nichols 
Do. Pfd. 


Do. 
Bethlehem 

7% Pfd. 

8% Pfd. 
Brooklyn Edison Electric 
Brooklyn Union Gas 
Burns Brothers 

Do B 
Butte & Superior 
California Packing .... 
California Petroleum 
Central Leather .... 
Do. Pfd. 
Cerro de Pasco Copper 
Chandler Motor 
Chile Copper 
Chino Copper 
Chrysler Corp. 
Do, Pfd. 
Coca Cola 
Colorado Fuel & Iron 
Columbia Gas & Elec 
Congoleum-Nairn 
Consolidated Cigar 
Consolidated Gas 
Continental Can 
Corn Products Refining 
Do. Pfd. 
Crucible Steel 
Cuba Cane Sugar 
Do ° 
Cuban-American Sugar 
Cuyamel Fruit 
Davison Chemical ... 
Dupont de Nemours. 
Eastman Kodak 
Electric Storage Battery 
Endicott-Johnson 
Do. Pfd. 
Famous Players-Lasky 
Do. Pfd. 
Fisher Body 
Fisk Rubber 
Do. 


Fleischmann Co. .........- 


Foundation Co. 
Freeport-Texas 
General Asphalt 
General Cigar 
General Electric 
General Motors 
Do. 7% Pfd, 
General Petroleum 
Goodrich (B. F.) Co 
lo, Pfd, 
Goodyear T. & R. Pfd 
Do. prior Pfd, 
Granby Consolidated .... 
Great Northern Ore Ctfs 
Gulf States Steel 
Hayes Wheel 
Houston Oil 
Hudson Motor Car 
Hupp Motor Car 
Inland Steel 
Inspiration Copper 
Inter, Business Mach, 
Inter. Combustion Eng 
Inter. Harvester 


lo, 8% Pfd, 
Kennecott Copper 
Kinney (G. R.) Co 
Lima Locomotive 

mane. .. 
loft, Inc, 
Lorillard (P.) Co, 
Mack Trucks 
Magma C 
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INDUSTRIALS—Continued 


Post-War 
Period 


Pre-War War 
Period Period 
1909-1913 1914-1918 1919-1925 
High Low High Low High Low 
*256 *123 *3144%, 82% 
es -. “80 
< -<  *e 
60% 12 169% 
72% 111% 


60% 
107% 
*5154 

80 


134 
164% 
45 


12% 
51% 
111 


50% 


53-22% «= 66%__—Cié«tOYY 
5 ne 544% 14% 
150% *112% 


#16514 *114% * 
< * #3714 
7 


"1% 
61 
6% 


*No Sales 
*6434 +*42 


a = 10% 
42% 15% 39% 
188% 129% 187% 
*513, *25 *850 
86% 15% 80% 
109% 73% 116% 
78%, 26 

88%, 25% 

25% 8 

21% 


9 
27% 
#2271 
19% 


ey 44%, 
° ee oe es mA 28 
*215% *150 *239% *1441, *245 
na ie ne 242 


(Pleast turn te next page) 
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"SS 


High 


121% 
120% 
4 


7 
42% 
8954 
51 
54% 
102% 
108 
59% 
68% 
56% 
128% 
28 


93 
13614 
114 

50% 


Sale $ Per 
Low 5/26/26 Share 


111% 115% 8 
110% 8 
1.20 
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PREFERRED 
STOCKS 


of 


Electric Light 
and Power 
Companies 


Dividends free frem 
Normal Federal Income Tax 


We have prepared a 
Special List containing 
a number of carefully 
selected issues in this 
group. The yields range 
from 7.00% to 7.50%. 


A copy of this list will 
be furnished investors 
upon request. 


Mc DONNELL& (Oo 


120 BROADWAY 


NEW YORK 
Members N. Y. Steck Exchange 





SAN FRANCISCO 























~ - Monthly 


Market Letter 


We issue twice a 
month a market 
letter containing 
analyses of lead- 
ing securities, re- 
viewing recent 
happenings and 
pointing out 
events of interest. 


We shall be glad to send this to 
you regularly upon request 


SUTRO & KIMBELY 
Members New York Stock Exchange 
66 Broadway 
New York 





= 
























Weekly 
Market 
Letter 






















Investors and Traders 


SENT ON REQUEST 
ASK FOR L-4 


FULL AND ODD LOTS 


bought and 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
67 Exchange Place 
New York 
Telephone, Hanover 3542 





UPTOWN OFFICE 


Hotel Ansonia, 73rd St. & B’way 
Telephone, Endicott 1615 


Is prepared to be helpful to both 


sold for cash, or 
carried on conservative margin. 






































Established 1894 





27 WILLIAM STREET 
* NEW YORK CITY 


PRIVATE WIRES 


PITTSBURGH, PA. 
223 Fourth Avenue 


HARRISBURG, PA. 
118 Market Street 


LANCASTER, PA. 
Woolworth Bldg. 


FRANKLIN, PA. 
Exchange Hotel Bldg. 


KINGSTON, N. Y. 
260 Fair Street 


MEMBERS OF 
New York Stock Exchange 


New York Curb Exchange 
Pittsburgh Stock Exchange 











C.D. HALSEY & CO. 


























New York Stock Exchange 


Price Range of Active Stocks 













INDUSTRIALS—Continued 
Pre-War War Post-War 
Period Period Period 
(ae a (ton, 
1909-1913 1914-1918 1919-1925 
High Low High Low High Low 
Se. SRR Pree ae 5 aA a 60% 12% 
May Department Stores....... *88 *65 *974%, *385 *174% *60 
Mexican Seaboard Oil ......... a oe 2% oe 34% 5% 
Montgomery Ward ............ os oe ae oe 82% 12 
National Biscuit ............. *161 *964%4 *139 *719% *270 35% 
National Dairy Prod.......... a ot i a 81% 30% 
National Enam. & Stamp...... 30% 9 54% 9 89% 18% 
PEE “Sveccctccccccces 91 42% 74% 44 174% 638% 
Wi, De Me TPERO, 0c ciccccccccs 98 45 136 55% *145%% 26% 
BR TE fo cde ceccccsses “ie s oe 57% 45% 
See a Pere 40% 8 27 "o% 70% 15% 
Worth BMGrtOaG «oo. cc ec cece *87% *60 *81 “38% *119% 17% 
MAES SaNb ec ck sae eascuce es oe se 50% 31% 
BRE a eee os - oe om 18% 27% 
Packard Motor Car ........... Dé a ee es 484% 9% 
Pan.-Am. Pet. & Trans........ a 70% 365 140% 38% 
ek BASES a _ es a 111% 34% 
Philadelphia Co. ........ 59% 37 48% 21% 68% 26% 
Phila. & Reading C. & I. +s ae aN - 544% 34% 
Phillips Petroleum aa on 69% 16 
Pierce-Arrow éa 65 25 99 6% 
De. “Wea, 25.. te oe 109 88 111 13% 
Pittsburgh Coal *29% *10 58% 87% 74% 387% 
Postum Cereal . a s - -- %134 947 
Pressed Steel Ca 56 18% 88% 17% 118% 389 
Do. 112 884% 109% 69 106 67 
Pub; Bary, Mo 0-..::-.....-.00 oi on “2 es 87% 29 
Pullman Company ............. 200 149 177 106% 173% $$87% 
Punta Alegre Sugar ........... “ ce 61 29 120 24% 
RRS eer a ‘ie 148% 81% 61% 16% 
Radio Corp. of Am............ i os ae sa 17% 25% 
Ray Consol. Copper ........... 27% 1% 37 15 27% 9% 
EE DEE cccreasocccccccce se i — an 93% 1% 
Republic Iron & Steel......... 49% 15% 96 18 145 40% 
Sn BRERA ees 111% 64% 112% 72 106% 74 
Royal — ee ee oe o% 86 56 123% 40% 
SER Sdn 5 cab.cnnonswoee a ee 119% 39% 108% 8% 
Schulte Retail ees te a is - 134% 88 
Sears, Roebuck & Co.......... 124% 101 233 120 243 54% 
Shell Trans. & Trading......... o* ae “ os 90% 29% 
errr - oe #Y: ie 28% 12% 
Simmons Company. ............ se “ oe eo 54% 
Simms Petroleum ............. oh .. + oe 28% 6% 
Sinclair Consol. Oil........... ss oa 67% 25% 64% #=i15 
0 TE ASS AS eee - - * oe 35 8% 
Sloss-Sh, Steel & Iron.......... 945% 23 93% 19% 143% 32% 
Standard Oil of Calif.......... = - sie -- . =e 47% 
Standard Oil N. J. ........... *448 *322 *800 *355 *212 30% 
Oe SS Serres ‘6 e e a 119% 100% 
Stewart-Warner Speed ........ ne -» *100% *43 £*181 21 
Stromberg Carburetor ......... <> ip 45% 21 118% 22% 
Studebaker Company .......... 49% 15% 195 20 30% 
eRe eee 98% 64% 119% 70 125 76 
Tennessee Cop. & Chem........ ‘ie ar 21 11 17% 6% 
TE SR ee ere 144 74% 248 112 57% 
Texas Gulf Sulphur .......... ois ae - os 121% 382% 
Tex. & Pac. Coal & Oil........ ‘ie - a <a 30% 
Tele Waker OF ......cccccceses ie ye 225 165 195 5% 
Timken Roller Bearing........ ry os id °° 59% 28% 
Tobacco ag ge Bh eR eicia owe wns 145 100 82% 25 115 45 
ie OOO Eee ae ais om 92 110% 76% 
Transcontinental Oil .......... se a% - - 62% 14% 
Union Oil of Calif............. ¥ os ee a 43% 
United Cigar Stores pin os 421% 
United Drug 46y, 
Do. ist Pfd 3865 
United Fruit ........ 95% 
~~" Ry. Investmen 6 
| ea 14 
Uv. - . I. Pipe & F 10% 
Uv. 3. Indus. Alcohol 35% 
U. 8. Realty & Imp 17% 
U. 8. Rubber ....... 221, 
Do. Ist 6614 
U. 8. Smelt., Ref. 18% 
U. B. Steel ....cccesscccceees 7014 
Do. PHA. ..cccccesecscssees 104 
Utah Copper ......cseeecscees 41% 
Vanadium Corp. 19% 
Western Union 76 
Westinghouse Air Brake....... 141 182% 143 95 144 16 
Westinghouse E. & M......... 45 24% 74% 32 84 38% 
White Eagle Oil ............-. w ct — 48 34 
White Motors ............-- 54 Be sae 60 30 104% 29% 
— Overland .....0..--5-- *75 *50 *325 15 40% 4% 
| as Pree es vs o > — 23 
Witeon a ee os = h 04% 4% 
Woolworth (F. W.) Co........ *177% «=*76% *151 *81% *345 72% 
— PMP 2.c0..cccee i we 69 23% 117 19% 
Do. o pdneckaebhoesdods F8 bs 100 85% 98% 65 
Do. Pra. Datuk heb ss +> <e 78% 60 81 538% 
Youngstown Bh. & Tube....... 46 as ne ee 92% 69% 
* Old stock. + Bid price given where no sales made. + Not including extras. 


a Paid this year. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Sale $ Per 
High Low 5/26/26 Share 


60% 49% 58 4 
137% = 7113 6 
8 on 


oe 
So 
a 
) 
[2 
~ 
x 
om 


174% 148% 88 
44% 36% 39% 93 
60% 65% 160% 4 
45% 32% 6% 

42 4914 §10% 

50% 49 50% 3 
83% 1 1% 

43% 81 338% 2 
16% 656% $704 6 
18% 56% $71% 6 
165% 59% 72% 4 
48% 36% 37% 

49% 40 46% 3 


1 
so 
a 
~~ 
| Sowa nn-awow-: 


142% 119% 137 1 
19% 12% 15% 
39% 30% 34% 1% 
56% 44% 50% i 
110% 95%, 102% 7 
113 108% 867 


2 
99% 83% 94% §3% 
134 § 8 
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§ Payable in stock. 

















Securities and Commodities, 


Analyzed, Rated and Mentioned 


in this Issue. KIDDER, PEABODY & Co. 


Bonds — ESTABLISHED 1836 


Rapio CORPORATION Chicago, Terre Haute & Southeastern, cum. 


Se 2 Sea re eee 225 NEW YORK BOSTON 


Green Bay & Western Income Debenture “A” 225 ‘ 
OF AMERICA pe ef z he tea Income wt *. i er 17 Wall St. 115 et 
udson anhattan j me, Sa°"S7:. 22 Ber 
International-Gt. Northern Adj. Ge °52....- 225 45 E. 42d St. 216 keley 
owt, COME: Aah. Be. COr sca beipsccice 220 


A. 
~— gpg Texas & Mexico n. c. ine. ms PROVIDENCE 


n> Y. BO RE, GO (GS 5 ooo swe cnnac co ene ss 225 osset St. 
Peoria & Fastern n. c. inc. 4s ’90......... 225 10 Weyb scot S 

St. Louis-San Francisco cum. adj. 6s °55.. 225 

+9 _— one sa gee “Ae on 225 

t. Louis-Southwestern 2d inc. 4% Bon d 
_ _ SapeRenreaine eG» 225 Government Bon S 
Seahoard Air Line Adj. 5s °49............ 225 

Texas & Pacific 2nd Con. Inc. 5s 2000.... 225 


Western N. Y. & Pa. Inc. 5s 1943........ 225 Investment Securities 

























Div'd 
$ Per 
5 Share 







































































































































‘4 
| : Interesting circular upon request. Commodities ® 
.. sd Foreign Exchange 
4 Fotte 84 ye 
etals mee 
ast Petroleum - L tt f C d t 
tis ee etters of Credi 
% Petroleum 
. ¥ 
6 ROMP PTMEN PCCIOIGUIN, oi :5~ oth ols bn 5s.0s owen 236 : 
4 Sinclair Consolidated ............2ce.c0e08 268 Investment Circular 
a SURNAME ITP ONCAEID a ssc ww hares tips hurd 6 0S 0a 270 
i OE. . <-clbth 5; x35, 8oateae ss. gaat 258 on request 
ve SS ee eer eae 266 ; 
. [ TRO TRI FOEU oon: s Sys o's ole ace Kae nam go eh > 258 
™ IBAIRE & GOMPANY 
. a aor Railroads Correspondent of 
Members New York Stock Exchange Alal & Vickeb 235 
5 Alabama & Ca TA ep eaten ar einer 4 2 
. POORtGNt We: NEMSEO! ELEN: 3:0 isan b> slsisco egies Siders 220 BARING BROTHERS & CO., LTD. 
Ye 74 8 d Carolina, Clinchfield & Ohio............... 235 
as roaaway Cleveland & Pittsburgh R.R............... 235 LONDON 
5 — —— — i ech sen anne 235 
as i, wes. Pat eS: Sp Bee By ALi ices cas 235 
ee New York | NT WE 6 voces écnnaaacss sss eacasee 235 
Py negate a & St. ines us aicihesewiee alee 4 
1 ———— ew Orleans, Texas & Mexico............. 3 
a3 lie Oy - ea NeRRIERaeE * — — 
4 ~ Pittsburgh, Ft. Wayne & Chicago.......... 235 
, §8 Sn eo ee eens 235 
2% : Vicksburg, Shreveport & Pac.............. 235 
, 96% . > e P bli 
us Virginia Public Mining 
= ° Magma Co 
Magma RES hewthin bertip-sa ces skin's wai priin ws 258 
Oe 
4 Service Compan aor 
7 Pp 7 Public Utilities 
2 
‘ 
. aE Cons, Gas Elect. Light & Power of Baltimore 231 
4 20 Year Sent & Manhattan. . Wises Si siune sua Gales 293 
: 6% S. F. Gold Debentures staniaara Gas: & BlectriCisscc ccc ess 227 
; Industrials 
1 
oe roy: Life .: Pn ive /ie-e alge latest kis winttiacee 280 
10 f NO AM asd o:4 Awe e Seed diets Se sen Oe 
These debentures are MIS OIE Giaciccsss.sscccktoce 
iM ‘ Amerscan Bank Note” Cos... 6:2 0.010 vines sete s Cae 
$8 exchangeable into Na- American LOcomotve....... 606. sive icccae sles 270 
oa —— — mS minikissiiwisiemerg eee aise cae etd 266 6 99 
ae. 1 ; 7 merican Railway sn TREE EET 231 C ) C ) 
oo tional Public Service — —— - ; . ary eet ere 231 DD me TS 
2 2 4 American Typefounders .............ccce08 231 
8% Corporation Class A BITRE WOME SS a SES Tee EE 268 AND 
8 Common Stock — ete BRPe RAKE Masons 4 nsnedaeccien 235 
oy A t MS cova aes an vi. caleas oats 233 
= 4 «sg ~ pe ER ee aE 231 100 SHARE LOTS 
os Corn Products Refining Co.... 0... 26.00. 234 
ss SPERM ENC oe dare cin eins fs 00-0 cone wemagneee 
, 10 ae psi as A epg Se RA es Se ee 246 ACCOUNTS CARRIED 
a . . Reeceric Storage Mattery. 0.6 occ sh cece se 231 
es Price 9614 and accrued in- gall te il ald tie te 292 — 
s Gillette Safety Razor...... EUG, Ws aay 231 CONSERVATIVE MARGIN 
.: terest to yield about 6.30% Helme, Geo. ..... Bras Sopacs Graces 235 
8 Esterey pe COSGOCMUION: ~ ook cd ccc eeesecese 237 
; 8% Gh 2 a a ore Oe 235 
, 2 Ee ee ae i re 264 
: ae ogi BSE SERRA RASTA Ps ceil SER ee 237 
SR INE 8p '6 Siaiors whicce ee gone ts 4574 235 " 
4 j a Se Se Seasons . 231 CHAS. M. SCHOTT, JR. 
; adio Corporation o meri . 238 
+6 Circular on request Reynolds Spring .......... .. 246 
; Republic Iron & Steel.. -. 283 4 C 
, 2 Safety Car Heating & Lightir : 233 0. 
 - —— Retail RES. ce elec oe a3 
os terlin POGUCOS .sccccce ae + 3 | 
i Tobacco, Products ... ie 264 ESTABLISHED 1869 
- * S. Gypsum .... oe 601 
4 CHARLES D. ROBBINS & Co. v > Ls ee CI ere R py 50 BROAD STREET 
boss Pe ENE a a ceo cr gcaibin' lope aea eis “f 
; . ited Ci 
Members New York Stock Exchange I alsin a as Vee edals io ees:'0 Sawin 246 
6 
_ ei. wamemiees wang 200 Be paiiteliainiine cimeis 
ree Wm. Wrigley, BOS voc cnscxierstaene ast 
OE SE ee oe ener nee 3 
1 stock. ungstown Sheet & Tube..............465 
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For Every 
Investor 


TRAUS BONDS, now yielding from 

5.75 to 6.25%, with Straus safety, 

should form a portion of every invest- 
ment holding. 


In buying Straus Bonds, the investor 
has the comfortable assurance that his 
securities have been tested, analyzed and 
judged in thelight of 44 years’ experience. 


Combining safety, attractive yield, a good 
market and diversification, these securi- 
ties appeal to the discriminating investor. 


Straus Bonds form a class of secur- 
ities of proven merit that should be 
included in every well-diversified in- 
vestment account. Call or write for 


BOOKLET D-792 





The Straus Hallmark on a bond stamps it at once as 
the premier real estate security. 


S.W. STRAUS & CO. 


ESTABLISHED 1882 ba INVESTMENT BONDS » INCORPORATED 











Srraus BuILDING Straus BuILDING 
565 Fifth Avenue at 46th Street Michigan Ave. at Jackson Blvd. 
New Yorx Cuicaco 
Srraus BurLpINnG 
79 Post Street, San FRANCISCO 


44 Years Without Loss to Any Investor 





























E extend the facilities of our organization to those 
desiring information or reports on companies with 


which we are identified 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $80,000,000 


New York 




















(SEN AL SOE 


ANSWERS TO INQUIRIES 
(Continued from page 246) 








poor, but instead of showing an im- 
provement in the late year a net loss 
of $114,317 was recorded, this, in spite 
of the fact that 1925 was an unusually 
prosperous automotive year. Its 
financial condition is none too sound, 
working capital being woefully inade- 
quate, while cash amounts to about 
$114,000. In view of the fact that the 
outlook in this field is for much keener 
competition in later months, it is diffi- 
cult to see where Reynolds can be ex- 
pected to hold its own. The stock ap- 
pears in the light of an unattractive 
speculation, with little incentive to 
hold. We suggest a switch to Ameri- 
can Chain, Class A, to render your 
funds productive. 


HUDSON MOTOR 


I am not a gambler but I own Hudson Motor 
shares because I followed the recommendations 
in THe MaGazine oF WALL STREET about a year 
ago and bought the stock for $31 a share, I have 
been almost dizzy watching it ever since but 
would not sell out while the price was coming 
down so fast. If it had gone down to about $40 
I would have sold it because even then I would 
have a profit, but as it has started up again I 
would like to know how high you think tt will go. 
—L. A. B., Brooklyn, N. Y. 

It is to be regretted that you have 
not derived the maximum of benefit 
from our recommendations. It is true 
that we advised the purchase of this 
stock around the levels you mention, 
but when it reached a point 100 points 
higher we invariable advised the ac- 
ceptance of profits. The market course 
of Hudson stock was a natural one. 
The shares advanced far and rapidly, 
reflecting the unprecedented prosperity 
enjoyed by the company in 1925. Again 
running true to form, it declined in 
sympathy with the decided falling off 
in earnings in recent months. The re- 
covery you mention followed the decla- 
ration of a stock dividend which may 
or may not be justified, but which acted 
as a curb on the shorts. : Nevertheless, 
in view of the era of keen competition 
which appears to lie ahead in this field 
it is difficult to perceive where a sound 
basis exists for the expectation of 
higher stock prices in the near future. 
We would suggest accepting that part 
of your profit yet remaining. 


- TOBACCO PRODUCTS 


Three years ago I had 100 shares of Tobacco 
Products stock left to me. It was selling at 
about $60 a share then and was on a 6 per cent 
basis, but has since been raised to 7 per cent 
while the price has held arcund an average of 
$105 a share this year. If business is going to 
be unsatisfactory this Fall won’t this make the 
tobacco business poor and should I sell this stock 
and buy something else you could recommend 
—D. A. S., Brooklyn, N. Y. 


Tobacco Products common stock can 
hardly be accepted as having sound in- 
vestment merit. The earnings of the 
company, in the nature of the business, 
have fluctuated from year to year, with 
the result that the shares have been sub- 

(Please turn to page 266) 
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Which Stocks Now a Buy? 
Which Not? 


See that heavy liquidation during February and March. All stocks went 
down, good and bad. And the American Securities Service advised—in ad- 
vance, when stocks were at the top—selling all stocks, also selling short. 


Next see how light the trading has been since April 1, indicating absence 
of liquidation. Now—good stocks, though pushed down with bad stocks, will 
come back. But bad stocks will rally, only to sink to still lower levels. 


Are you getting out of bad stocks, on every rally,? Are you 
picking up good stocks, on every dip? 


Clients of the American Securities Service are receiving a clear-cut defi- 
nite forecast on what to do. This forecast should be profit-making this sum- 
mer, the same as our advices were last winter to sell. 


Send for this sample market forecast, free. Clip coupon at right. 


American Securities Service 





Suite 833 . eri ; 
Corn Exchange Bank Building American Securities Service, 


New York City —~ a = Exch. Bank Bldg. 
ew ror 


Send booklet “Making Profits in Securities,” also 
latest market forecast, both free. 
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TEN SURE ROADS TO WEALTH 




















Your Monthly | Amount You |Your Percentage| Your Total Your Yearly 
Investment Invest ain Worth Life Income 
; | } a 

Plan No. 1 $100 | $18,000 | 85% | $33,359 | $2,669 
Plan 1A 100 | *18,000 271% 66,719 | 5,338 
Plan 1B 100 |  *12,000 214% $7,727. | 3,018 
Plan 2 50 | 9,000 85% 16,669 | 1,334 
Plan 2A 50 6,160 368 % 28,851 | 2,308 
Plan 2B 50 9,000 493% 53,343 4,267 
Plan 3 25 4,500 85% 8,322 666 
Plan 3A 25 3,088 365% 14,372 | 1,150 
Plan 3B “a 4,500 455% 24,990 | 1,999 
Plan 4 10 | 1,800 84% 3,315 | 265 








*During the latter half of the operating period, Plan No. 1A pays back $22,032 for 
8, invested and the investor is stiil worth $66,719. Plan No. 1B pays back 
10,492 of $12,000 invested and the investor still has $37,727. These plans have 

n checked by Haskins & Sells, Certified Public Accountants. 


| TRUST COMPANY of Florida offers you the facilities to 
operate any of these ten plans. You can draw out at 
any time but if you continue you can gain the attractive 
totals shown in the above table, safely and without risk, by 
conservative investment in First Mortgage bonds and 
systematic reinvestment of interest. Details are explained 
in our booklet, “HOW TO GAIN INDEPENDENT MEANS.” 
Mail the Coupon for Free Copy, 


First Mortgage Bonds at 8%. 
$100, $500, and $1000 Bonds. 
Partial Payments Arranged. 











Write to 
, 


‘TRUST COMPANY or FLORIDA 


Paid-in Capital and Surplus $500,000 


































MIAMI, FLORIDA 

Aninstitution operating Name 
— the a _ 
of the state of Florida... 
At investment house Street... Sony Fae aaa Sen, Pte eis tae 
with an unbroken safety i 
record...Founded 590%. City........ 

Gente 1412 
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FACTORY FOR SALE 
—ADAPTABLE TO ANY INDUSTRY— 


LOCATION—This ideal fuxctory, occupying cellent condition, up-to-date fire protection, 
over 100,000 sq. feet of space, is situated in elevators and other facilities in keeping with 
the midst of Philadelphia's largest industrial its modern construction. The arrangement 
district, 30 minutes to center of city by ele- of four separate units adequately permits the 
vated. operation of four separate factories if de- 
TRANSPORTATION—Excellent accommoda- sired. In one or four units this factory can 
tions, only 1 square from P. R. R. Freight be used to great advantage for any kind of 
Station. industry. 
ADAPTABILITY—Constructed entirely of CENTRAL HEATING AND PLUMBING—A 
brick, this desirable factory is arranged in vacuum low pressure, central heating system 
four separate units, consisting of—1 five and a central plumbing system, both in 
story beliding, 1 cons story building, 2 three thoroughly good condition. 
story buildings (one with basement), 2 ware- INVESTMENT—From an investment point of 
os and garage. Offices adjoin main jew, this property offers an peor le 
ng. tunity for appreciation, it being so centrally 
The entire factory, painted thruout, is in ex- located. 


This is a modern factory in every respect, adaptable to any industry and at a price 
commensurate with the fact, that the present owners are moving the base of their 
operations. 


For further information, write to C. C. Jeremiah, Secretary 
THOMAS HENRY AND SONS, INC. 






















P.O. Station E, Philadelphia, Pa. 
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ject to erratic price movements in the 
stock market. Earnings were equiva- 
lent to $8.10 a share in 1925, rather 
below the $8.70 of the preceding year. 
On the whole, Tobacco Products’ show- 
ing was creditable, but hardly one to 
enthuse over when one realizes that 1925 
was an unusually prosperous tobacco 
year. The fall trade outlook is not 
sufficiently optimistic to warrant ac- 
ceptance as an attractive holding. 
Little of a speculative nature attaches 
to this stock beyond the possibilities 
contained in its large stock interest in 
United Cigar Stores. We believe that 
a transfer to Reading for income and 
profit purposes would work out advan- 
tageously. 





AMERICAN RADIATOR 


Is the falling off in new buldings having o 
bad effect on the American Radiator business? 
I wish you would give me*your opinion about 
this because I have all my savings tied up in this 
stock and cannot afford to lose any money on it. 
I paid $104 a share for the stcck about six 
months ago when I thought we were going to 
have the biggest building boom this year that we 
ever had.—G. V. K., Hackensack, N. J. 

It is rather early in the season to 
attempt to gauge the probable effect 
upon American Radiator of a decided 
falling off in building activities. That 
a recession must be looked for is indi- 
cated by the decline in activities in the 
first quarter, as against the previous 
period. Our impression is that things 
will be much quieter in the building 
field in later months. A natural se- 
quence to this would be a correspond- 
ing falling off in the business of 
American Radiator. The company is 
dependent to a great extent upon new 
construction and any cessation in build- 
activities will undoubtedly be duly re- 
flected in its income account. Even 
allowing for a duplication of its 1925 
performance when slightly under $9 a 
share was earned on the common the 
stock does not appear attractive. We 
believe that a switch from this issue to 
General Motors, which is enjoying 3 
substantial prosperity, would be to your 
advantage. 


SUPERIOR OIL 


Do you think there is any hope for Superior 
Oil to come back? The man who induced me to 
buy the stock at $7.50 about two years ago keeps 
after me to average down my stock to about 
$4.50 and tells me the company is on the way 
to making more money.—J. F. H., Detroit, Mich. 

If one could confute an axiom he 
might, when speaking of Superior Oil, 
entertain serious doubts as to there 
being “hope while there is life.’ The 
outlook for this company appears very 
gloomy. Its record over a period of 
years has been of one deficit after an- 
other. The company lost $350,000 in 
1924, $737,000 in 1925, and $182,000 in 
the first quarter of 1926. Total profit 
and loss deficit is around 8.25 millions. 
It stands to reason of course that the 
company cannot go on losing money 
indefinitely. Unless a change for the 
better occurs in the reasonably near 
future it is difficult to see where it can 
avoid a receivership. The long hoped 
for settlement of its liquidation with 


(Please turn to page 268) 
















, (ass SS Le 


Suprema 


A 


Sedan $895— Special Sedan $995 
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" Fine Steel 


In the percentage of Costly Chrome Vanadium Steel used, Dodge 
Brothers Motor Car outranks any other automobile in the World, 


regardless of cost. 


It is everywhere conceded that Chrome 
Vanadium Steel is the toughest and niost 
enduring metal ever created for use in 
the vital parts of a motor car. 


It may not be so well known, however, 
that Dodge Brothers Motor Car ranks 
first in the world in the use of this costly 
and fatigue-proof material. 


Dodge Brothers power assembly is 
almost entirely Chrome Vanadium— 
motor, connecting rods, crankshaft, trans- 
mission, universal joint, drive shaft, 
differential and rear axle. 


Even the front axle is Chrome Vana- 


dium—the entire steering unit—and 
every leaf of the springs. 


In fact, wherever any manufacturer uses 
alloy steels, Dodge Brothers use costly 
Chrome Vanadium. And in numerous in- 
tances Dodge Brothers employ it where 
plain carbon steel, even in the costliest 
cars, is commonly thought sufficient. 


This has been true from the day Dodge 
Brothers built their first motor car. 


This explains why the words Long 
Life, Safety and Dependability are 
habitually associated with the name 
Dodge Brothers wherever motor cars 
are serving mankind. 


Dooce BrotTHers Inc.DeEtrTrRoIrT 


Donce Brotners (CANADA) Limited 
TORONTO, ONTARIO 


Dopse BROTHERS 
MOTOR CARS 














Too Much or Too Little? 


ARE you carrying too much insur- 
ance or not enough? 
Your need of protection is not a 
matter of guess—but a cold mathe- 
matical problem requiring a definite 


answer. 
Have you been diagnosed by The 
Insurometer ? 
Plan cheerfully submitted on re- 
quest. 


HENRY H. McBRATNEY COMPANY 
100 William Street New York 





Aetna Life Insurance Company 
Hartford Connecticut 























J. S. BACHE & CO. 


Established 1892 


MEMBERS New Yerk Stock Exchange, Chicago Beard of Trade, New York 
Cetton Exchange, and ether leading exchanges 





STOCKS : BONDS : 





: GRAIN COTTON 
COFFEE : SUGAR : COCOA : RUBBER 
Branches: Albany Schenectady Troy Syracuse Rochester Watertown 
Utica Buffale Worcester New Haven Toledo Philadelphia 
Atlantic City Detroit Houston Kansas City Omaha Tulsa 


Correspondents in other principal cities 


New York Office - - 42 Broadway 
Chicago Office, 231 So. La Salle Street 





“THE EACHE REVIEW,” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

4{ information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondent. In writing, 
please mention The Bache Review 
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(Continued from page 266) 
Atlantic Refining, upon which so much 
hinges, appears as far removed as ever. 
In view of these circumstances, and 
the almost hopeless outlook, we would 
advise you to employ your funds in 
other directions. 





AMERICAN WOOLEN 


I am very much worried about my investment 
in American Woolen consisting of 100 shares of 
preferred and 100 shares of common. I paid 103 
for the common and 99% for the preferred. 
What is the matter with the ccmpany? Is it the 
management or general business conditions in the 
woolen industry?—M,. A. N., Kansas City, Mo. 

Contrary to expectations, American 
Woolen was unable to earn its entire 
preferred dividend in 1925. Net profits 
were only $949,000, equal to about $1.90 
a share on the preferred. After pay- 
ments were made on the latter, a deficit 
of over 2.5 millions was shown. This 
was an improvement over the heavy 
deficit of 11.9 millions in 1924, but 
there is little satisfaction to be derived 
from that knowledge. Unfortunately, 
there appears little relief in sight. 
American Woolen is probably better 
managed than at any time in its his- 
tory, but the industry served is still 
going through a period of readjust- 
ment, with continued scanty profits in 
prospect. Financial condition remains 
good, but unless things take a turn for 
the better it may not long remain un- 
impaired. We believe you would do well 
to switch to something of a more 
promising nature. A_ transfer to 
Loew’s, Inc., from the common and to 
Brooklyn-Manhattan Transit preferred 
from the senior stock would seem satis- 
factory. 





SINCLAIR CONSOLIDATED OIL 


Two or three years ago I read so much about 
the Sinclair Oil. Company’s prospects that I 
bought 25 shares at $29 a share. Why dcesn't 
the stock sell for more than it does now? Ever 
since I bought it the stock has been much lower 
and I want to know when I can expect to come 
out even.—K. S. W., Chicago, Ill. 

The Sinclair Consolidated Oil Co. 
enters into its eleventh year of opera- 
tion under favorable circumstances. 
Net earnings, but before depreciation 
and depletion, amounted to 9.3 millions 
in the first four months of 1926, 
gainst 5.16 millions in the same period 
of the preceding year. This comes om 
top of a better-than-average showing 
in 1925, wherein earnings were equiva- 
lent to $1.01 a share, against a sizeable 
deficit in 1924. The old saying that 
“ponderous bodies move slowly” finds 
apt illustration in Sinclair. This has 
long been a cumbersome machine, te? 
years being expended in expansion and 
the subsequent co-ordination of its fa! 
flung ramifications. - Its building pr 
gram appears to have been completed. 
Sinclair now constitutes a well rounded 
unit, being well situated in regard ' 
production, refining, transportation 
and marketing facilities. From noW 
on, given the benefit of fair oil prices 
it should give a good account of itself. 
Progress in the stock market will prob- 
ably be slow, but the stock appears 
titled to sell higher than current price 
levels. 

(Please turn to page 270) 
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‘60 YEARS CONTINUOUS SERVICE TO ADAIR INVESTORS WITHOUT LOSS 





j 





@ > 1 
Investors in Adair Guaranteed 64% Bonds 
| . . cannot fail to make Money! 
Adair Guaranteed 612% Bonds combine 


The Fundamental Soundness of the old-fashioned Real Estate Mortgage 





~ plus 


The Convenience and Simplicity of the modern first 
mortgage coupon bond, in denominations of $1,000, $500 
and $100. 





An Uninterrupted Income of $65 ‘a year from every 
$1000 invested 





~ plus 
$30,000 


in 15 years “N plus 


The Option of Insuring Your Investment against loss 
with one of the strongest surety companies in America 
(resources over $27,000,000) 





A Short and Sure Road ~ plus 
to Cfinancial Independence 


The Written and Unconditional Guarantee of the Adair 
Realty & Trust Company, with capital, surplus and pro- 
fits of $2,500,000 and resources of over $10,000,000 





Invest a little over $1000 a year 


: . “67 The Safety and Soundness of Adair Guaranteed 6%2% Bonds is further 
in Adair Guaranteed 64% ‘ ‘ sits 
Bonds. Re-invest the interest attested by the Adair record of over 60 years continuous service to 
semi-annually—and in 15 years investors without loss of a dollar of interest or principal. 

you will have amassed $30,000. 

Almost 2 to 1 for every dollar If you are looking forward to the time when income from 

you invest. An income of close your investments will make you financially independent, mail 

onto $2000 a year. the coupon today. There is no obligation and no expense. 


ADAIR REALTY 


& TRUST CO. founded sos 


Carirat, SurPLus AnD Prorits $2,500,000 
Resources OVER $10,000,000 


Healey Building, ATLANTA Packard Building, PHILADELPHIA 


Ofices and Correspondents in Principal Cities 


ADAIR REALTY & MORTGAGE CO., Inc. 
270 Madison Avenue, New York Boatmen’s Bank Building, St. Louis 


Ownership Identica : 











L) 

y 

: Adair Realty & Trust Co., 

a Healey Building, Dept. J-57 





Atlanta, Ga. 

Gentlemen:—Kindly send me without obli- 
gation a copy of your booklet, “*Why Your 
Real Estate Bonds Should Be Guaranteed,” to- 
gether with current offerings of Adair Guaran- 
teed 614% Bonds; 


ie aie... 
i ULL Address 

















BANK SAFETY 


More than 200 National, State and Savings Banks have 
investigated these bonds and invested large sums in them. 
Individuals have invested from $500 to $200,000 each. A 
Surety Company with resources of Forty-Eight Million 
Dollars guarantees the first mortgage security. 


6% Wito Bank Sarety. You need not take less, you would 

scarcely demar.d more; for 6% is a fair return to any investor, and 

bank safety is that degree of safety which is required by banks for 
_ their deposit and, trust funds, 


This combination of bank safety and a 6% return is available to 
you in the real estate bonds underwritten by THE Battimore 
Trust Company, one of America’s big banks, and secured by 
first mortgages which the United States Fidelity and Guaranty 
Company (resources $48,000,000) guarantees as to principal and 
interest. Titles are guaranteed by the New York Title and Mort- 
gage Company (resources $ 35,000,000). 
The denominations are $500 and $1,000, the maturities one year 
' to ten years, and any State tax up to 4% mills is refunded. Write 
to the main office of The Baltimore Trust Company, 25 East 
Baltimore Street, Baltimore, Md., for Booklet No. 16. 
Dealer inquiries invited 


Orders may be sent to any of the followinz bank; or banking s.oxzses: 


Baltimore Company, Inc. ew York, N.Y. Hmil H. Lampe..........2.:....s.cccsesccosees Warren, Fa. 





Baltimore Trust Company............Baltimore, Md. Elliott Magraw & Co....................St. Paul, Minn. 
Bodell & Company : .....Frovidence, R.I. Nicol-Ford & Co., Inc................... Detroit, Mich. 
Owen Daly & Company .Baltimore, Md. Poe & Davies............. veseeseseseeee Baltimore, Md. 
J. C. Dann & Company : Buffalo, N.Y. Prudential Company ssoaeseeeee Chicago, Til. 
Empire Trust Company. St. Joseph, Mo. Charles D. Sager........................ Washington, D.C. 
Ferris & Hardgrove Spokane, Wash. Second National Bank.................Saginaw, Mich. 
Industrial Bank....... ..Crand Tapids, Mich. Union Bond & lortzage Co.........Davenport, Ia. 
Ward, Sterne & Co................. . Birmingham, Ala. 


ci 
~ : The Largest Trust Company in the South Atlantic States 
offering complete banking, trust and investment services 








CAPITAL AND SURPLUS $7,000,000 RESOURCES $65,000,000 70,000 DEPOSITORS 























Bonner, Brooks & Co. 


Investment Bonds 


Our Statistical Department will be glad to analyze 
your present holdings or contemplated purchases. 


New York 


London Boston 




















AMERICAN LOCOMOTIVE 


I wish you would be good enough to publish 
in your Inquiry Department something about the 
American Locomotive Company. I have 15 
shares of this stock which I bought because ] 
understood that it had enough income from in. 
vestments to pay the dividends so that it didn’t 
make much difference how business was. Do 
you think I can keep this stock for good without 
worrying about it?—P. A. M., Boston, Mass. 


Your understanding is very nearly 
correct. American Locomotive is one 
of the richest companies for its size in 
the United States. At the end of 1925 
the company owned cash and market- 
able securities aggregating over 23 
millions. The merger with Railway 
Steel Spring, far from weakening its 
financial position, will add around 13 
millions to liquid assets. Combined 
working capital of the two companies 
will be over 52 millions equal to $67.70 
a share on 770,000 American Locomo- 
tive shares to be outstanding... The 
company just about held its own in 
1925, due to poor business conditions 
existing during that period, but it en- 
tered the 1926 season on a more satis- 
factory basis, with..aidair.volume of 
unfilled orders on the books. In view 
of the more optimistic outlook ahead 
we believe you would be justified in 
continuing to hold as a speculation. 





SIMMS PETROLEUM | 


I have held 50 shares of Simms Petroleum 
ever since it came out. My recollection is that 
I paid $34 a share for it. Can you tell me if 
I am likely to make a profit out of the stock 
within a reasonable time?—D. A. T., New York. 


From time to time the affairs of 
Simms Petroleum have been treated in 
this column, and invariably our advice 
has been to dispose of the stock. Much 
capital was made out of Simms earn- 
ings of $3.85 a share in 1925, against 
$2.81 in the year preceding, but little 
consideration was given to the fact 
that most of the production of this 
company comes from short-lived fields. 
The decline in production we antici- 
pated has already occurred. Output for 
the first quarter of 1926 averaged 9,197 
barrels daily, against 13,750 barrels in 
the same period of 1924. This was 
duly reflected in income account, net 
amounting to but 18 cents a share, 
compared with $1.50 a share in 1925. 
In view of the fact that there is no 
reason to believe that Simms has seen 
the worst of things it is hardly likely 
that your shares will advance in the 
reasonably near future. We believe 
you would do well to switch to some- 
thing with clearer defined prospects, 
such as California Petroleum. 





Commercial Investment 
Trust Corporation 


First Preferred Stock Dividerd 

A regular quarterly dividend of 1% % 
on the 7%.First Preferred Stock and . 
15%% on the 6%% First Preferred Stock ¢ 

MMERCIAL INVESTMENT TRUS 
CORPORATION has been declared payable 
July 1, 1926, to stockholders of record a 
the close of business June 15, 1926. ™ 
transfer books will not close. Checks W! 
be mailed. 


Common Stock Dividend 


A regular quarterly dividend of {0c +a 
share on the common_ stock of pa 
MERCIAL INVESTMENT TRUST Cr iy 
PORATION has been declared payable p~d 
1, 1926, to stockholders of record at a 
close of business June 15, 1926. The ee 
fer books will not close. Checks will ™ 
mailed. y 

asurer. 
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All of these bonds have been sold. 


New Issue May 22, 1926 
$35,000,000 


United States of Brazil 


614% External Sinking Fund Gold Bonds of 1926 


To be dated April 1, 1926 Due October 1, 1957 


Part of these bonds have been withdrawn for sale simultaneously in Europe by Messrs. Mendelssohn & 
Co., Amsterdam, Nederlandsche Handel Maatschappij, Pierson & Co., R. Mees & Zoonen, and others 


Authorized $60,000,000 or the equivalent in Sterling; toe be presently ssued $35,000,000. Interest payable April 1 and’ October 1. Coupon 
bonds in denominations of $1,000 and $500, registerable as to principal only. Principal and interest payable in United States gold coin of 
the present standard of weight and fineness in New York City at the office of Dillon, Read & Co. or, at the holder’s option, in London in 
Sterling at par of exchange at the office of Messrs. N. M. Rothschild & Sons, free of all Brazilian taxes, present or future. Non-callable 
except for the Sinking Fund. The National City Bank of New York, Countersigning Agent. 


The total issue is redeemable by maturity through the operation of an accumulative sinking 
fund which will call bonds by lot, semi-annually, for redemption at par and accrued interest 


The Brazilian Government has agreed to make application in due course to list these bonds on the New York Stock Exchange 


The following information is contained in a statement furnished by His Excellency, Dr. Annibal Freire, Minister of 
Finance: 

These bonds will be the direct obligation of the United States of Brazil, and are issued under authority of Law 
No.. 4625 of December 31, 1922, and Law No. 4984 of December 31, 1925. The total issue of bonds will be specifically 
secured, in the opinion of counsel, by a first charge on the receipts of the Government from Income Taxes and Taxes 
on Invoices (Contas Assignadas Duplicatas), by a charge on the Consumption Taxes subject to the charge of the 8% 
Loan of 1921, and by a charge on Import Duties subject to the charges of the 5% Sterling Loans of 1898 and 1914 
and the 8% Loan of 1921. The total revenue derived by the Government from the above sources in 1924 was 
$117,000,000, and in 1925 $148,373,000. After deducting the indicated prior charges upon a portion of this revenue, 
which amount to approximately $11,798,400 per annum, there would have remained from the above sources in 1925 
the sum of $136,574,600. The service of the present issue of $35,000,000 bonds for both interest and sinking fund 
calls for $2,625,000 per annum. 

SINKING FUND 


An accumulative sinking fund of 1% per annum, payable semi-annually, will be applied to the redemption of -bonds 
by call by lot at par and accrued interest. The sinking fund will be increased by amounts equal to interest on bonds 
previously redeemed. This sinking fund is calculated to retire all of the bonds of this issue by maturity. 

NATIONAL DEBT 

The national funded debt of Brazil on December 31, 1925, was approximately $936,000,000, of which $626,000,000 
was external. This represents a per capita debt of approximately $30, as against which the per capita national wealth 
is estimated at approximately $530. The Government has undertaken to resume in 1927 the sinking funds, on certain 
Sterling Loans, which have been in suspense under the terms of the Funding Agreement of 1914. The proceeds of the 
bonds are to be applied in reduction of Treasury obligations including floating debt. 


(All conversions above of paper milreis into dollars are at the approximate 
current rate of 14.50 cents per milreis. Other conversions are at par.) 








The statements quoted above, received partly by cable, have been accepted by us as accurate but are in ne event to be construed as 
representations by us. 


We offer these bonds for delivery when, as and if issued and accepted by us and subject to the approval of all legal matters 
by our counsel, Messrs. Cotton & Franklin, New York, and Dr. Alfredo Bernardes da Silva, of Rio de Janeiro. It is expected 
that Temporary Bonds, or Interim Receipts of Dillon, Read & Co., will be ready for delivery on or about June 4. 1926. 


Price 90 and Interest. To Yield over 7.30% to maturity. 


The above is subject to a@ circular, containing further 
information, which may be obtained upon request. 


Dillon, Read & Co. 
The National City Company Lee, Higginson & Co. . Blair & Co., Inc. 
White, Weld & Co. The First National Corporation 


of Boston 


Continental and Commercial Trust and Savings Bank 


Illinois Merchants Trust Company The Union Trust Company 
Cleveland 


Kissel, Kinnicutt & Co. Ladenburg, Thalmann & Co. 
Hemphill, Noyes & Co. Paine, Webber & Co. 
Cassatt & Co. Edward B. Smith & Co. Janney & Co. 
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PURE OIL 


Timken Roller 
Bearing Co. 


Copy on Request 


‘hey EKirk 


Established 1873 
Members N. Y. Stock Exchange 
25 Broad St. New York 

















MERCHANTS & 
MANUFACTURERS 
SECURITIES CO. 


7% Prior Preferred Stock 
(With Stock Purchase Warrants) 


This Company has 
paid continuous div- 
idends of 10% on 
junior issues since 
organization in 1919. 


Price $98.50 per share 
And Accrued Dividends 


Descriptive circular on request 


Bauer, Pond & Vivian 


MEMBERS NEW YORK STOCK EXCHANGE 


@0 EXCHANGE PLACE =—— NEW YORK 
TELEPHONE - HANOVER 4335 








WHAT INFORMATION SHOULD 
CORPORATIONS WITHHOLD 
FROM SHAREHOLDERS? 
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to the way in which that net revenue 
has been built up. He has no means 
of predicting from fluctuations in their 
net revenue their possible net revenues 
next year, since he does not know the 
amount of business of which such net 
revenues constitute a percentage. He 
may make plausible guesses, or he may 
assume that the relation of gross and 
net revenues in other companies in the 
same field is a guide to profits in the 
company which does not disclose its 
gross. When it is remembered that in 
a great many industries some com- 
panies publish their gross and others 
omit these figures, and that those who 
publish such figures are not at all 
handicapped by so doing, it appears 
that this item ought not to be omitted. 

Apart from purely financial data, 
corporations differ considerably in 
amount of data revealed concerning 
production. The U. S. Steel Corpora- 
tion’s unfilled tonnage figures are 
classic in this field. In the automobile 
industry such producton figures are 
quite well known. Here, however, one 
must always expect less information, 
between annual reports than in the 
financial figures, for much of this kind 
of information inevitably tells com- 
petitors too much. Even the U. S. 
Steel Corporation, contrary to popular 
belief, does not in all respects carry its 
heart on its sleeve. It still considers 
its business interests primary. 

There has been an increasing de- 
mand for more frequent earnings re- 
ports, and agreements to that effect are 
now made between corporations re- 
questing new listings and the New York 
Stock Exchange. While gross earnings 
by quarters ought to be reported, the 
case is not so clear for net earnings. 
Net earnings for any given year are the 
product not only of quarterly opera- 
tions, but of many write-offs, special 
revenues, etc., not wholly allocated to 
any one quarter. Hence it is a com- 
mon occurrence for the estimated net 
revenues for three-quarters of a year 
to equal the ultimate annual net earn- 
ings per share. That three quarters, 
however, equal four quarters is not 
good mathematics. It arises out of the 
fact that quarterly statements are of 
necessity fragmentary, whereas annual 
statements are comprehensive. If 
estimated net income were reported 
semi-annually with some cautions at- 
tached, the investor would obtain a 
pretty fair index, and yet not be apt 
to over-estimate its importance. 

A great many industries do not do 
business fairly evenly in all four quar- 


ters of the year. The toy business, for 


example, does a disproportionate busi- 
ness in the fall, before Christmas. 
Hence for three-quarters of the year 
it would show both poor sales and 
heavy bank loans. While this is an 
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extreme example, others will readily 
occur to mind. 

There are many businesses which do 
not move in regular business cycles, 
and hence whose earnings are not al- 
ways well represented even by annual 
earnings. Where a new crop takes 
eighteen months to mature, as in cane 
sugar, the cycle of profits is likely also 
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to be irregular. Quarterly earnings 
statements would not here be signifi- 
cant, and might be misleading. 


The best remedy for such irregular- 
ities would be to adopt a procedure used 
exclusively by the Federal Reserve 
Bank. This is known to experts as 
“smoothing seasonal differences.” That 
is to say, where years of experience 
demonstrate that an average amount of 
toy business is done in the first quar- 
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it would correct many hasty impres- 


sions. SUBSCRIPTION RATES 

A most important move by the Stock Chicago & Suburbs 
Exchange has been to require corpora- U. Ss. & Canada 
tions to discriminate in their annual Foreign 
earnings statements between such items 
as occur as normal operating profit and 
other income. In the case of Wool- 
worth, for example, such segregation 
has considerably helped our knowledge 
of the company. We know that the rate 
of profit on actual sales has not been 
as large as was thought, but that other 
sources of income are very important, 
especially the British investments of 
the company. As such it will assist 
analysts in their ability to forecast 
more closely Woolworth net earnings. 

A rapidly diminishing practice, but 
one occasionally met with, is the habit 
of corporation officials acting as touts 
for the stocks of their companies by 
giving out bullish information, in which 
the implications, if not the facts, are 
grossly overstated. 

With respect to such misinformation, 
it is plausible to assume, on the basis 
of past experience, that such touting is 
resorted to to conceal some obvious 
weaknesses in the company that would 
otherwise injure its position. In such 
a case silence would be infinitely the 
better policy. No punishment can be 
too severe for such practices, since 
there is no valid reason for their em- 
ployment. 

A nice question, of course, arises 
when a corporation is getting into diffi- 
culties, and, for example, has to inflate 
bank loans. If it reveals its weakness 
at once, it injures its credit position and 
thus may destroy any chance of safe- 
guarding the stockholder’s equity. If, 
on the other hand, there are funda- 
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as to company assets, earnings and pro- 
duction figures. He has a right to the 
maximum quantity, quality and fre- 
quency of such information. He has 
a right to as much uniformity of re- 
porting as consistent with various 
types of business. But his right to in- 
formation ceases at such points at 
which publicity would serve to: imperil 
his equities by divulging such informa- 
tion as would place his company at a 
disadvantage with competitors. 


LEARNING THE BUSINESS OF 
SECURITY TRADING 


(Continued from page 229) 


to fit even a paper trading plan to 
market history in the making, than to 
@ panorama of past performances; 
something new will continually crop 
up for the interpretation of which 
there seems to be no precedent. To 
test out your methods thoroughly, even 
on paper, and revise them as occasion 
demands, will require a much longer 
period of time than one might anti- 
cipate. But if you fail to show profits 
on paper, without risking serious in- 
roads into your imaginary capital, it 
would be foolhardy to begin speculat- 
ing with real money in a real market, 
unless you are willing to rely on com- 
petent authority. 

To keep posted on current informa- 
tion you will naturally read at least 
one daily newspaper, and its financial 
section; and will subscribe to one or 
more of the periodicals that specialize 
on information and ideas of interest to 
the speculator and investor. The trade 
journals of industries in which you 
may be especially interested are well 
worth using; but their editorial con- 
clusions as to outlook for the future 
are seldom of much value to the spec- 
ulator. The safest procedure is to 
cull out the facts, and draw your own 
conclusions. 


At this juncture it 
will probably be just as 
well if the debutant 
speculator has only a little capital 
available for trading purposes. It will 
save him from plunging before he has 
learned to swim in deep water. It is 
sometimes astonishing how quickly the 
theoretical profits of a paper trading 
expert will fade away when he is 
turned loose with a margin account. 
On paper, one’s patience is unlimited, 
and paper profits and losses are not 
likely to ruffle the experimenter’s 
equanimity. But the antics of the 
beginner’s mental reactions under ac- 
tual trading conditions are frequently 
appalling. Rumors that would have left 
him unruffled when no real money was 
at stake, now make him restless with 
apprehension of loss or incite him to 
buy at the top and sell at the bottom. 
All his good resolutions are thrown to 
the winds, and his capital begins to 
shrink away through whipsawing. 
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should involve the minimum of risk. 
Ten shares at a time, on a fifty or 
hundred per cent margin, is all that 
should be attempted until you become 
thoroughly acclimated to all sorts of 
conditions that may arise. There is 
more than one authenticated instance 
on record in which traders of excep- 
tional ability have amassed fortunes 
from an initial trading capital of even 
less than a thousand dollars; but it 
is quite possible that the speculator of 
average ability may dissipate several 
units of a thousand dollars before 
acquiring the knack of holding profits 
consistently above losses. 

If the start of your try-out with real 
money chances to coincide with the 
rapid marking-up stage of a great bull 
market, there is danger that you may 
eredit to your own skill a success that 
is really due to the irresistible tide. 
It is well to temper your elation with 
the thought that one can never really 
know the business, or his own capabili- 
ties, until he has passed successfully 
through a panic. 


Know When The crucial problem 
You Are during this period of 
Licked apprenticeship is to de- 


termine to your own 
satisfaction, at the earliest possible 
moment, whether or not you are 
adapted to speculation. If not, it 
would be suicidal to start plunging 
and doubling up to recoup losses. The 
only solution is to quit trading and try 
investing. There are many sound divi- 
dend-paying bonds and_ preferred 
stocks that can be bought outright un- 
der conditions that favor a gradual 
appreciation in price. This method 
may be slower than the purchase and 
sale‘of common stocks on margin; but 
it is safer and less nerve racking. Fi- 
nally, if you can not make progress in 
the plan of investing for income and 
profit combined, there still remains the 
time honored method of investing for 
income only. Savings banks, short 
term notes and first mortgages are non- 
fluctuating media that will cause you 
no loss of sleep. 

There is nothing harder for a man 
than to recognize his own inability to 
“Beat the market.” But there are many 
who seem to be unadaptable to specula- 
tion and constitutionally disposed to- 


ward conservative investment. There - 


is no stigma upon belonging in this 
‘catagory, and it would be greatly to 
your credit to quit a game for which 
you are not fitted before throwing 
good money after bad. The time spent 
in trying will not have been lost, for 
you will have acquired a liberal educa- 
tion in finance and general business 
that will have a distinct cash value in 
whatever career you may have adopted. 
Of course, there is another way of 
speculating without going into a deep 
study of the fundamentals required. 
That is to follow the advice of com- 
petent authorities on the subject. This, 
however, is not the concern of this 
series of articles which is dedicated to 
those who wish to learn for themselves 
the principles of speculation so that 
they may be able to apply them after 


JUNE 5, 1926 








Associated Gas and Electric System 


Founded in 1852 


$1 Revenue from $5 Capital 


The electric light and power industry requires large 
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provides continued opportunity for sound substantial 
investments. 
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sufficient experience and study. Never- 
theless, it is a fact that a good many 
successful speculators know very little 
of the science of speculation but who 
have had the good sense to follow judg- 
ment more mature than their own. 


After reading this 
chapter, it may seem 
that we have set up 
needlessly high stand- 
ards of qualification, and laid out an 
absurdly strenuous course of study and 
training. But a lifetime’s experience 
and observation in the Street have con- 
vinced the writer that there is probably 
no field in which skill counts for so 
much, and money for so little, as in this 
business of speculating in securities. 
And it is a skill that one usually ac- 
quires only after years of practical 
experience. 


No Royal 
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Success 


Part II on Manipulation will appear 
in the next issue. 
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- Note—To obtain a dividend directly 
from the company the stockholder must 
have his stock transferred to his name 
before the date of the closing of the 
company’s books. 
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Engineer, with extensive consulting and 
eperating experience, possessing ability to 
uncover and properly present propositions of 
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tion, refining and marketing, wishes to co- 
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moter in preparing several sound propositions 
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Miami, have recommended first mortgages 
yielding 8% for Twenty Years Without Loss 
to this Home or its clients. 


"pon the broad knowledge of real estate values, 
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and sound judgment, resulting in this record, 
is based the faith in our work making possible 
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die with them, their written legal guarantees bind 
their successors; and that they will have this full 
protection in securities offered by this House. 
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Georgia Communities 
Welcome Industry 


EORGIA manufacturers find that the communities in which 

they are located take a personal interest in their success. 

This friendly public sentiment is graphically described in 
the following statement from Mr. Forrest Additon, furniture 
manufacturer and Mayor of Flowery Branch, Georgia. 


r Our 
urces 


; Georgia Railway and Power Co., 
een Atlanta, Ga. 


Gentlemens 


"I attribute my success as a manufacturer of 
furniture, to the availability of plenty of 
intelligent native white labor, favorable weather 
conditions, abundance of raw material supply, and 
to the encouragement of practically the whole 
community. I have shipped furniture to 42 states 
and to several foreign countries, in spite of the 
fact that furniture is a commodity that is subject 
to unusually heavy freight rate. 


"Last year we changed from steam to electric 
power, and although about half our fuel was supplied 
by scraps and shavings from our plant, we find the 
electric current more than 12% cheaper than the 
steam boiler as a power producer. 

"IT am a Yankee from Maine, and the fact that I 
have several times been elected mayor, without any 
particular qualification for the office, should be 
positive proof that the old-time anti-northern 
sentiment has completely died out in the South. 


"Considered from any angle, I am certain that 
the North Georgia highlands offer the greatest 
inducements obtainable by industries seeking new 
location.” 
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THE AUTOMOBILE INDUSTRY’S 
GRAVEYARD 


(Continued from page 217) 


industry and, for different reasons 
and purposes. Such being the true 
case, would it be reasonable to assume 
that Dodge, Willys-Overland, Chrysler, 
Studebaker, Pierce-Arrow, White Truck 
and Mack Truck will choose to ignore a 
trend that appears so obvious? 

‘It would be impossible to forecast 
here the possible combinations which 
could be worked out in this industry. 
However, the material to work on is 
there and while a proposal to some ex- 
ecutives might be scorned at the 
moment, these same proposals might 
appear exceptionally desirable in time. 

It would not be fair to conclude this 
article without giving consideration to 
affiliated industries. That field offers 
exceptional merger possibilities within 
the near future, according to author- 
ities. Automobile body builders, wheel 
manufacturers and other organizations 
constituting the general automobile 
industry are finding it more difficult to 
operate successfully and profitably, 
therefore a merger appears to be the 
only solution of the problem. The 
general opinion is that any merger oc- 
curring will be limited to the combining 
of the largest and most successful com- 
panies in each field but it is not ex- 
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probable result among American-owned companies? 


These subjects will be discussed in detail in a series of 
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pected that companies operating in 
separate fields will combine to make a 
lateral trust. 

Summing up the situation these are 
the features: (1) there is a definite 
trend toward elimination of automobile 
manufacturers; (2) possible absorption 
of Hudson and Essex by Ford, and (3) 
the combining of some sales depart- 
ments, affiliated industry consolidations 
and perhaps definite merger proposals 
for the list of companies heretofore 
mentioned. 
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talization is larger in relation to capac- 
ity than any of these including the 
U. S. Steel Corporation. 

Earnings are, likewise, considerably 
more variable. The company made an 
exceptionally brilliant showing during 
the war years and again in 1920 when 
net profits piled up at the rate of $19.55 
a share for the common stock. In the 
following year, however, ‘Republic can- 
celed a good share of its previous 
gains with a 4.48 million dollar deficit 
after dividends were paid. 

No dividends have been forthcoming 
for the junior shareholders since the 
last quarterly payment in May, 1921. 
Yet, despite the irregularity of earn- 
ings, Republic has kept its finances in 
good shape and enjoys a strong work- 
ing capital position. At the close of 
1925, net current assets were in excess 
of 27 million dollars while current lia- 
bilities totaled but 5.15 millions. 

The recovery in net income last year, 
when net profits of $6.88 a share were 
reported for the common stock com- 
pared with $0.55 the twelve months 
preceding, coupled with $2.95 earned 
in the first three months of the cur- 
rent year, have raised hopes, in cer- 
tain quarters, of renewed dividend pay: 
ments to the junior stockholders. 

No action has thus far been taken 
by the company’s directors, however, 
and it seems a fair inference that any 
decision to resume payments will be 
postponed until there is more certainty 
that earnings can be maintained on a 
basis to justify common dividends. 

: At current levels around 47, Repub- 
lic common may be said to have some 
speculative possibilities, but by com- 
parison from an investment viewpoint, 
the shares are not so favorably situ- 
ated as those of the larger companies 
whose earning power has shown itself 
to be more consistent under varying 
conditions. 





Bank Stocks 
Gilbert Eliott & Co. 
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a Cash Basis Without 
Costly Inventories 


B. F. Keith 
Corp. 


First & General Ref. 
Mortgage 
20 Year 6% Bonds 


The B. F. Keith Corp. 
controls 34 high class 
vaudeville and motion pic- 
ture theaters located in the 
most densely populated 
territory of the country. 


Reported average net 
earnings are 3.21 times 
interest charges. 


Price 100 and interest 
To yield 6% 


Circular MW 5 on request. 


Fred’k Southack & 

Alwyn Ball, Jr., Inc. 

11 BroaDway New York 
Bowling Green 1410 
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GrorGz M.FoRMAN 
& COMPANY’ 


Investment Bonds Since 1885 


6 to 62% 
First Mortgage 
Real Estate Bonds 
Soundly secured 


112 W. Adams S'., Chicago 
100 E. 42nd St., New York 


Pittsburgh Minneapolis Des Moines 
Springfield, Ill., Peoria, Ill. 




















Our Pacific Coast Office 
Now Open For Business 








Ground floor space has been taken at 70 
Post Street, in the heart of the financial district 
of San Francisco, and entirely remodeled to 
meet our requirements. 


Mr. John E. Gallois, Pacific Coast Man- 
ager, has succeeded in enlisting the services of 
some of the best known men in the local world 
of finance, and contemplates opening further 
offices in the leading cities of the Coast. 


The territory covered includes the States of 
California, Oregon, Washington, Idaho, 
Montana, Nevada, Utah, Arizona, British 
Columbia and Hawaii. All business con- 
nected with our Services in the States men- 
tioned will be handled by these Pacific Coast 
Offices, location of which will be announced 
later. 


Mr. Gallois will also represent THE MaGa- 
ZINE OF WALL STREET in that territory. 


Address all communications relating to the following 
Services to 70 Post Street, San Francisco, Cal. 
Phone Sutter 2522 


Richard D. Wyckoff Analytical 
Staff, Inc. 


Trend Trading Service. 


Investors’ Advisory Board. 
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Stocks and Bonds 
listed on the 
New York Stock Exchange 
bought and sold for cash 
or carried 
on conservative margin 


MOYSE & HOLMES 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Chicage Board of Trade 


100 Broadway New York 





Uptown Office 
CARLTON HOUSE 


47th Street & Madison Ave. 


























MERCHANDISING 
STOCKS 


5c & 10c Stores 
Department Stores 
Mail Order Companies 
We have again pre- 
pared a summary of 
significant and com- 
parative figures regard- 
ing the above stocks 
which we will send 

upon request. 


Newburger, Henderson & Loeb 
1512 WALNUT STREET 
PHILADELPHIA, PA. 


Members New York & Philadelphia 
Stock Exchanges 


THE WALL STREET CHART 
(Copyrighted) 
Is a STATISTICAL and ANALYTICAL 
comparison . of 100 companies whose 
shares are listed on the 


NEW YORK STOCK EXCHANGE 


Invaluable for Bankers, Brokers, Traders 
and Investors 


$1.00 Postpaid 


NATIONAL SECURITIES CORP'N 
250 St. Joseph St., Quebec, Canada 
EXREEREREREREREEEREEEREREEEREEERREERERERS 











Quotations as of Recent Date 


NATIONAL BANKS: 


American Ex-Pacific (18A) 28 435 
Chase (20A) (D) 4 422 
Chatham & Phenix (16).......... 345 

(24) Ee 760 
600 
373 


Public (16) (D) 
Seaboard (16) 


TRUST COMPANIES: 


Bankers (20) 
Bank of N. Y 
Brooklyn (30) 
Central Union (33) 
Empire (16) 
Equitable (12) 
Farmers’ L. & T. 
Guaranty (12) 
Irving-Columbia (14) 
Manufacturers (20) 
New York (20) 
United States (60) 


STATE BANKS (NEW YORK): 


America (12) 

Corn Exchange (20) 
Manhattan Co. (8C) 
State (16) 

United States (10) 


INSURANCE COMPANIES: 


Aetna Fire (24) 
Aetna Life (12D) 

{ *Fidelity-Phenix (6) 
1 *Continental (6) 


Glens Falls (1.60) 

Globe & Rutgers (28) 

Great American (16) 

Hanover (5) 

Hartford Fire (20) 

§ *Home (18) 

l*Carolina (1) 

Milwaukee Mech. (2.20) 

National Fire (20) 

Niagara (10) 

§ *North River (4) 

’ *United —_ (4.80) 
( 


SURETY AND MORTGAGE COMPANIES: 


American Surety (8) 
National Surety (9) 
Lawyers Mortgage (14) 
Mortgage Bord (8) 


JOINT STOCK LAND BANKS: 


Bankers cf Milwaukee (4E) 
Chicago (10) 
Dallas (10) 

Denver (8) 

Des Moines (4E) 
First Carolina (8) 
Kansas City (10) 
Lincoln (9) 

St. Louis (9) 
Southern Minnesota 
Virginia (.50B) 


(A) Includes dividends from Securities Company. 
(B) Par $5. (C) Par $50. (D) Ex-rights. 
(E) Annual rate not definite. Based on Jan. Ist 
payment. *Members same group. 





ANK and insurance stocks had an 
B extremely quiet market, charac- 
terized by few important changes 


in quotations. Recovery of Aetna Life 
in such a market is all the more in- 
teresting as it indicates that examina- 
tion of the individual position of the 
company was a basis for the newer 
quotations. This advance was the in- 
evitable result of the success of recent 
new financial arrangements of the 
company. The errors of past manage- 
ment with reference to its subsidiary, 
the Automobile Insurance company, 
have been fully liquidated, and Aetna 
Life begins with a clean slate. This 
column has always expressed faith in 
its recovery, and believed the stock to 
have been grossly undervalued, when 
the extreme deflation in its market 
price occurred. Recuperative powers 
of a great company must always be 
given due weight. 

It is interesting to note that two 
new national banks have been organ- 
ized in the last week in Brooklyn. Near- 
ly all of these new banks have small 
capital, and the largest recent organ- 
ization begins with only $500,000. A 
clear majority begins operations with 
$200,000 or less. What they depend 
upon largely is the deposits of organ- 
izers, their friends and business associ- 
ates to build up a neighborhood clien- 
tele. Naturally such banks have a 
great temptation to build up their busi- 
ness in competition with other larger 
institutions by a less careful scrunity 
of statements made by borrowers. 
Another and more serious danger is 
that when a small bank is organized, 


it is in reality a glorified credit union, 
and, as such, is likely to favor unduly 
the needs of its directors. Now that 
the organization of new banks has be- 
come a veritable craze, in which many 
inexperienced business men think they 
can easily duplicate the successes of 
other banks, it is time to analyze closely 
their possibilities. The number of in- 
quiries received by THE MAGAZINE OF 
WALL STREET on such new stocks in- 
dicate the extent of the movement. It 
must not be forgotten that the double 
liability clause attaches to national 
bank stocks, and that while this con- 
sideration can be forgotten in the case 
of large institutions, it is quite serious 
in the case of new, untried and small 
banks. Despite the supervision of the 
Comptroller of the Currency, and, 
where they are member banks, of the 
Federal Reserve Bank, it remains true 
that failures of national banks are 
known. Hence the popularity of bank 
stocks should not lead investors away 
from sane counsel. Nevertheless sev- 
eral of the newer banks meet real needs, 
and are offered at reasonable prices. It 
would be nonsensical for any sweeping 
remark to be made about newer bank 
organizations. Large profits are I 
evitably made out of purchases of new 
stocks, on the ground floor, at prices 
that represent capital and surplus with 
earning power yet to be demonstrated. 
It is best however, not to expect too 
much profit from subsidiary security 
companies. 

Investors should remember the old 
fable of the frog that blew itself up 
rival the size of the ox. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Speaking of 
Balloons 


es Tires, like certain 
bonds, vary as to the “in- 
terest rate.” When you invest 
in Fisk Balloon Tires you are 
assured of the “highest inter- 
est rate’? because these famous 
balloons will produce the high- 
est mileage, and give you full 
value on your investment. 


Fisk Balloon Tires are built by 
a Company that for twenty- 
seven years has been giving 
the American public the ut- 


‘most in tire values. 
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Time to Re-tire 
Get a FISK 
TRADE MARK REG. U.S. PAT. OFF. 
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too Short 


and business too urgent to waste a 
clerk’s time for searching, and your 
own time waiting, for letters that 
become hidden, lost or mutilated in 
overcrowded flat folders. Note the 
difference in the above methods of 
filing—the disorderly array with flat 
folders and the neat, compact ar- 
rangement possible with 


VERTICAL-EXPANDING ¢ 


which fit in file drawers just like 
folders, and are a sure remedy for 
most filing troubles. Their bellows- 
like construction provides for expan- 
sion as the papers increase. They 
stand upright in the filing cabinet 
with the index tabs plainly visible. 
Made of “Paperoid,”’ a pure rope 
stock, they will outlast twenty or 
more flat manila folders. 


Can be used in any vertical filing 


system. 
will soon be here. 


Transfer Time Send now for a 


free sample Vertex Pocket. It will show 
you the way to filing : 


Please send for examination and trial 
a free sample of Bushnell’s Paperoid 
“VERTEX” File Pocket, as described 
in June 6, Magazine of Wall St. 


Name ef Firm 


Address 
Name and Position of Person Inquiring 


To ALVAH BUSHNELL CO., Dept. K. 








925 Filbert Street, Philadeiphia, Pa. | 





~~ AVERAGE Price oF 40 BonDs 
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25 RAILROADS 
8& INDUSTRIALS 
4 STREET RAILWAYS 
2 PUBLIC UTILITIES 
| MUNICIPAL 


U.S.GOVERNMENT BonD AVERAGE 


1924 Y 1925 ¥; 
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MARKET STATISTICS 


N. Y. Times 
—50 Stocks—— 
High Low 


116.79 116.09 
116.23 115.44 
116.00 115.55 
115.71 115.06 
116.19 115.19 
115.78 114.77 
116.90 115.34 
117.96 116.76 
117.96 117.13 
118.69 117.39 
119.20 118.14 
119.39 118.35 














N.Y.Times Dow, Jones Avgs. 
40 Bonds 20Indus. 20 Rails 


87.54 139.45 106.45 
87.52 138.84 106.45 
87.47 138.02 106.25 
87.49 137.97 106.25 
87.47 137.53 106.45 
87.50 137.16 106.42 
87.60 138.66 107.51 
87.62 140.27 108.10 
87.60 140.41 108.91 
87.61 141.16 108.84 
87.70 141.20 109.23 
87.63 141.64 109.57 


Sales 


911,288 
813,966 
578,092 
1,034,991 
954,120 
888,749 
1,196,340 
1,191,967 
551,509 
1,093,513 
1,282,223 
1,377,670 


Thursday, May 13. 
Friday, May 14.... 
Saturday, May 15.. 
Monday, May 17... 
Tuesday, May 18.. 
Wednesday, May 19 
Thursday, May 20. 
Friday, May 21.... 
Saturday, May 22.. 
Monday, May 24... 
Tuesday, May 25.. 
Wednesday, May 26 





STOCK MARKET AVERAGES 


0 25 RAILROADS 
B 25 INDUSTRIALS 


COMBINED AVERAGES 
OF 25 R.R.&25 INDLS 


100 
90 
80 
70 
60 
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When doing business with our advertisers, 


kindly mention THE MAGAZINE OF WALL STREET 
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TRADE TENDENCIES 
r (Continued from page 248) 


eT LS 


The domestic situation is fairly good, 
but not up to last year. The foreign 
situation as far as the metal markets 
are concerned is decidedly worse. In 
England, the prolonged coal strike is 
threatening operations of the basic in- 
dustries. Germany is producing more 
slab zinc than can be taken up by 
the Continent and is looking for a mar- 
ket for the surplus. France threatens 
to sell surplus copper held over by the 
government from the war in the form 
of shells and other war materials. The 
only bright spot in the foreign situa- 
tion is the progress in the formation of 
fhe Copper Export Trading Corpora- 
tion. Several meetings have already 
been held by Americans with European 
representatives in the interests of the 
new trading association and there is 
hope that the surplus of larger produc- 
ing companies will hereafter be mar- 
keted more orderly. 











PETROLEUM 





Gasoline Consumption Expands 


Although the latest available figures 
show that stocks of gasoline at the end 
of March were the highest in the his- 
tory of the petroleum industry, more 
recent reports of heavy movement of 
gasoline stocks indicate that the supply 
on hand is being reduced by current 
consumption. A marked increase in the 
demand for gasoline has been noted 
by both the jobbing trade and the ulti- 
mate consumer. Price advances are ex- 
pected to be well sustained by further 
demands that the normal spring con- 
sumption usually makes on stocks on 
hand. Kerosene has also been in 
heavier demand and both the domestic 
and the export quotation for this pe- 
troleum product has been advanced. 
Lubricating oils have responded to the 
price trend of other products in spite 
of sizeable stocks available. 

Crude oil production is now at a 
daily average of over two million bar- 
rels for the first time in 1926, but the 
increase in output is by no means as 
sharp as during the corresponding 
months of. 1925. The sharp increase in 
the spring of 1925 was due largely to 
the contribution of the Smackover field 
to the nation’s total output and so far in 
the current year there is. no indication of 
a similar flood of the crude. Heavy ship- 
ments of crude to the refineries make 
It necessary for a number of the pro- 
ducers to draw upon oil in storage, es- 
pecially in the mid-Continent field 
where refinery capacity exceeds the 
daily average output. The most sig- 
nificant feature of the recent increases 
Mm production is the fact that the added 
volume was evenly balanced among the 
chief producing sections of the country. 
The" nearest thing that the drilling 
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NEW ISSUE 


OFFERING 


15,000 Shares of Class “A”? Common Stock 
of the 


Cragmore Holding Corporation 


Incorporated under the Laws of the State of New York 
Authorized Capital Stock 


15,000 Shares of Class “A”? $10 Par Common Stock 
2,500 Shares of Class “B’’ No Par Common Stock 
No Preferred Stock, Bonded or Funded Debt 


All Legal Matters Pertaining to this Issue have been passed upon by 
corporation counsel. 


Messrs. Jacobson & Jacobson 


BUSINESS 

_ The corporation is engaged in the business of buying, selling and operating 
high class income earning apartment houses and office buildings. Such opera- 
tions are confined to New York and Brooklyn Properties. 


PRESENT HOLDINGS 

The corporation at present owns and. operates the CRAGMOOR APART- 
MENTS, a high class modern fireproof brick apartment house located at 801 
Riverside Drive, 219 feet frontage on the Drive. This building was erected 
in 1921, and has always, been 100% rented. The land and building is valued 
at $500,000.00. 


EARNINGS 

The corporation will derive a gross revenue of $70,000 annually from this 
one building alone. When present offering has been sold, the interest and 
carrying charges will then be approximately $36,000, which will leave a net . 
income of $34,000. This is equal to about 23% on the entire authorized issue of 
class “A” Common Stock. 


MANAGEMENT 

The same management that is responsible for the present success of the 
NORTH AMERICAN MORTGAGE & BUILDING CORPORATION 
heads of the Cragmore Holding corporation. 


PURPOSE OF PRESENT FINANCING 
This issue of stock is being sold to finance the corporation in the line of 
business above referred to. It is the original offering, and no other stocks or 
bonds have been issued other than present capital structure. 
The unsold portion of this stock is offered for immediate delivery subject to 
change in price at 


$12.50 per share 





Descriptive Circular on request 





North American Mortgage & Building Corporation 
29 Broadway, N. Y. C. 
Uptown Office, 1451 Broadway, N. Y. C. 




















WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds—Accounts Carried 


111 BROADWAY, NEW YORK 





‘Members New York Stock Exchange 





BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen Street 


























Federal Home Mortgage Co. 


First Mortgage Collateral 
514% Gold Bonds 


A Universal Investment 


Empire Trust Co., New York City, Trustee 
Guaranteed by the National Surety Company 
In these Bonds you secure both 
safety and assured income. 
They are secured by First 
Mortgages on improved real 
estate. 
They are a direct obligation 
of the Federal Home Mort- 
gage Company. 
They are unconditionally 
guaranteed as to the payment 
of principal and interest by 
the National Surety Company, 
the world’s largest Surety 
Company. 


Coupon _form: denomina- 
tions $500 and $1,000; ma- 
turities 5, 10 and 15 years. 
Price 100 to yield 5%4%. 


Descriptive folder upon request. 
R. H. ARNOLD CO. 


Established 1895 
120 Broadway New York City 





Our Fortnightly 
Comment contain- 
ing an analysis of 


Colorado Fuel 
@& Iron Co. 


will: be of special 


interest to you. 


SEND FOR COPY 











Fenner & Beane 


Members New York Stock Exchange 
and other principal exchanges 


60 Beaver St. -— New York 


Fenner & Beane Bidg. — New Orleans 


Private wires to New Orleans, Chicago 
and principal points throughout South 























“Forty miles before we hit even 2 service station! We'll be in a nice fix if 


we have a blowout, with no spare!” 


worry 
It’s the gas I’m thinking about.’ 


m not ing about blowouts ; we've got Kelly-Springfields on all around. 








division of the industry has come to 
finding a new supply of crude has been 
the successful drilling in the deep 
sands underlying proven fields in both 
California and Oklahoma. Except for 
this new source, the enlarged output is 
coming from extension drilling in 
proven areas. 





Commodities 


CORN HE corn-hog ratio, is es- 

pecially interesting this 

‘spring. Live hogs are 
commanding the best price since 1922, 
the prevailing price of $13.75, as an 
average, being $1.45 in excess of pre- 
vailing price in May, 1925. Neverthe- 
less there are few hogs in evidence this 
year as against what there will be when 
the hog carry-over of the poor price crop 
of 1925 is marketed. Hogs do not take 
up all of the carry-over, as is indicated 
by heavy stocks for cash deliveries and 
a rather sluggish demand. An inter- 
esting market complication has been 
the taking over of corn on a $1 valua- 
tion by International Harvester in ex- 
change for implements. All of these 
factors brought corn to a low point 
since 1923—72 cents on July and 76 
cents on September are scarcely reas- 
suring. 


WHEAT Wheat is breaking away 

from the potent influence 
of gyrations in the May options imme- 
diately before close of delivery for that 
month. Supplies were small, and the 
short interest tardy in covering, and 
the resultant fireworks obscured mar- 
ket fundamentals. Premium on May 
over July rose to 30 cents. It was con- 
sidered good market judgment to switch 
into July at so attractive a discount. 
At $1.40 July looks low and at $1.35 
there seems to be no indication that 
September can face extended declines. 
Of course the short interest in July 
acts as though hedges in that month, 
especially from the Southwestern grow- 
ers, will depress the July delivery. 
Naturally all will depend on the amount 
available for delivery at that time, and 
if present contract wheat situation at 
Chicago is repeated, the shorts may 
find themselves doing penance, unless 
they switch to September in time. Sep- 
tember then appears the best commit- 
ment now, although crop estimates still 
incline to the bearish side. 


COTTON Reduced textile mill activ- 

ity and general slackness 
in domestic dry goods has more than 
compensated for recovery from the 
British general strike, in the export 
field. In the meantime cotton trade 
attention has been focused on the new 
rules proposed in cotton trading, which 
were defeated. Agitation for southern 
delivery on New York contracts still 
keeps most traders interested, however. 
Until Government estimate appears on 
July 2nd, nebulous crop reports have 
little effect. October at 17.64 and De- 
cember at 17.55 show the market 18 
pursuing watchful waiting. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 














Rickenbacker 


> c.A-R WORTHY ° - ITS - NAME 


Rickenbacker Is Invincible 


When Cannon Ball Baker ... after waiting nearly a 
year ... for some other driver in some other car... 
to equal his Detroit-Chicago Rickenbacker road record 

.. then went out and beat it. himself... by more 
than half an hour ... he proved again that, in all the 
world, there is no other car of such power, speed and 
stamina. 


In a Rickenbacker Vertical-8 this driver covered the 
270.5 miles in 4 hours, 53 minutes flat. This was 
done after midnight—so as to imperil no others on the 


road. 


There are many sharp right-angle turns—numerous via- 
ducts abruptly crossing railroads—many grade cross- 
ings also. 


Baker believes that no other driver in any other car 
can equal this record. 


He says if any does... then he will go out and beat 
that again with his Rickenbacker Eight. 


It’s a satisfaction to be able to offer such a car to one’s 
clientele. 


RICKENBACKER MOTOR COMPANY 
DETROIT, MICHIGAN 


a in ‘‘Sixes”’ and ‘Vertical Eights’’—all popular body types—prices range from $1495 to $2595—t. o. b. Detsoit, plus tax 
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. Best 
Protection 


The best way to protect the 
capital of the investor is to 
give him his ‘money back in 
full. 


That is why the entire net 
income from the operation of 
every French Building is paid 
to the investor until his origi- 
nal capital—plus 6% dividends 
—has been repaid to him. 


Then—without a single dol- 
lar of investment—he receives 
thereafter 50% of all net oper- 
ating profits from the property. 


These are but two of the re- 
markable advantages offered 


> 
FRENCH 
PLAN 


If you have funds for investment 
—$100 to $100,000—the coupon 
will bring full details of this plan 
of real estate investment, destined 
to become the real estate invest- 
ment of the future. Tear it out— 
now—and mail it—today! 





SPECIAL COUPON 


The Fred F. French Investing Co. Inc. 
350 Madison Ave., New York, N. Y. 


Please send the 62-page book 
“The Real Estate Investment of 
the Future” without cost or obli- 
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BOSTON & MAINE RAILROAD 
(Continued from page 221) 
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sources, however, will naturally come 
from the new money, thirteen. millions, 
provided under the readjustment plan. 


The Present System 


The present Boston & Maine system, 
a consolidation of some 77 small roads, 
comprises some 2,330 miles lying chief- 
ly in the northern half of Massachu- 
setts and New Hampshire, with lines 
east to Troy and Rotterdam Jct. to 
Albany, N. Y., north through Vermont 
to Canada and through Maine to Port- 
land. In.a general sense the company 
is a northern New England extension 
of the New Haven. 

As previously indicated the system 
is made up of relatively few main lines 
and a large percentage of branch lines. 
By far the most profitable lines are the 
Fitchburg and Berkshire Divisions, 
jointly reaching from Boston to Rotter- 
dam Jct., 406 miles or less than 20% 
of the mileage of the system. Another 
fairly profitable section is the 530 mile 
Portland Division. 

Although passenger business has 
steadily declined in recent years, this 
form of revenue still constitutes a rela- 
tively large amount of total revenues, 
24.8% in 1925. Distribution of freight 
tonnage is good and embodies a high 
percentage of manufactures. The 
classification in 1925 was—agriculture 
14.3%, animals 2.7%, mines 27.1%, 
forests 11.8%, manufactures and mis- 
cellaneous 36.8%, and _ less-than-car- 
load 7.3%. 


Although the contemplated rehabili- 
tation of the Boston & Maine can 
scarcely be considered well under way, 
operations in 1925 were productive of 
a number of new efficiency records, 
This attainment was rather the cumv- 
lative effect of past expenditures. New 
records were made in train loading, 
ton miles per train hour, car miles 
per car day, with improvement in vari- 
ous other efficiency units. The number 
of freight cars on line was the lowest 
on record and the unit of fuel consump- 
tion the best in five years. As a re- 
sult operating expenses were reduced 
over three millions from 1924, while 
revenues increased over one million. 

Transportation expenses, perhaps the 
best single index were reduced over 1.6 
millions in the face of. increased. busi- 
ness. The ratio to gross of 40.2% was 
the lowest in the present Boston & 
Maine’s history, and compares with a 
ratio of 41.7% in 1916, the company’s 
best year of recent times. In the latter 
year the maintenance ratio stood at 
23.9% and in 1925 at 32.0%, indicat- 
ing very favorable current treatment 
of the property. 

Total income of $13,395,127 in 1925 
covered fixed charges of $7,926,217 by 
a margin of 69%, equal to the show- 
ing of a number of: very highly re- 
garded railways. The balance of $5, 
468,909 was equivalent to 14.08% on 
the first preferred stock and 6.92% on 
the common as indicated in the tables. 
This does not include dividend require- 
ments of $910,000 on the new prior 
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Active B. & M. Issues 


Recent 
Price Yield % 
Plain (now Mtge.) 414s, due 1929 (extended)...... 87 5.17C 
- 7 a 4s, lie || SRR Re ON IO 75 6.54 (A) 
“4 ‘ “ 4s, “ 1926 (extended)...... 93 4.30C 
. ‘” Pn > UROMEe S Lo ckcron css esak 93 5.38 (A) 
Pet ete ake 100 6.00 (B) 


Mortgage “M” 6s, due 1933 ......... 
(B) N. Y. Curb Mkt. 


Boston and Maine stock issues are traded in on the Boston Stock Exchange 


First pfd. to be consolidated, and old preferred abolished. 


—— 


(C) Current return. 






Recent Price 


100 
72 
81 
72 

120 
40 bid 
45 bid 
48 

















preferred stock, hardly a fair deduc- 
tion until the money has been secured 
‘and put to work. 


Earnings In 1926 


“In the first quarter of 1926 Boston | 


& Maine reported surplus after all 
charges of $1,020,160, which compares 
with $99,293 in the first three months 
of 1925. At least two additions to 
earnings are certain to appear in 1926 
in comparison with 1925. Authority 
was given towards the end of last year 
to drop mileage from which an annual 
loss of $200,000 had been sustained, 
and since the first of the year lease to 
the Canadian Pacific for 30 years of a 
section of line in northern Vermont has 
been affirmed. The basis of this lease 
is 6% on valuation and will bring about 
$246,000 per annum to Boston & Maine. 

Should the Congressional bill to re- 
duce interest on the government loans 
to railroads be passed, and the pros- 
pect is not now very bright, a saving 
to Boston & Maine of $840,000 yearly 
would have been effected. Moreover, 
this constitutes a continued possibility. 

It appears highly probable that in 
‘tthe current year the road will get its 
operating ratio down to that of the 
New Haven in 1925—74.0%. In the 
first quarter of 1926 the ratio was 
17.1% against 83.0% in the first three 
months of 1925 and 77.2% for the full 
12 months period. 5 

This modest achievement would add 
some $2,600,000 to earnings, producing 
net income of say $8,070,000, equivalent 
to over $60 a share on the new prior 
preferred, over $18 on the first pre- 
‘ferred and over $11 on the common. 

Back of Boston & Maine’s present 
and prospective earnings is a picture 
-of tremendous asset value. The tenta- 
tive government valuation of the trans- 
portation property brought up to De- 
-cember 31, 1925, is $282,435,926. This 
‘compares with a book figure of $255,- 
843,686 and outstanding capitalization 
-of $266,199,370. The company claims 
a value nearly two hundred millions 
in excess of the official figure, but con- 
fining present consideration to the 
latter an asset value of over $300 a 
‘share for the first preferred stock and 
over $200 a share for the common is in- 
‘dicated. Moreover, the 5% % operating 
return to which the company is en- 
titled works out to $24 a share and 
‘$17 a share on these issues respectively. 
_ The vital factor concerning a road 
in Boston & Maine’s position is, of 
‘course, its credit. The previous esti- 
mate of 1926 income would mean fixed 
charges earned 2.02. Net fixed charges 
are only about 844% of gross revenues. 
Debt makes up but 62% of total cap- 
italization and after readjustment will 
be but 58%. Ultimate conversion of 
the extended bonds would bring this 
Well below 50%. With the latter al- 
ready selling on a 5%% basis, read- 
Justment is not dependent upon exten- 
sion of the 6% government loans. 

The conclusion seems unavoidable 
he a bonds and the various issues 

stock represent a ve unusual 

opportunity. ieees & Very Un amr 
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Tne Philo, Onio, plant of tne American Gas and Electric Company 


is the first station in 


America to utilize high pressure and reheated 


steam. Two 40,000-kw. G-E turbine generators constitute its initial 
capacity. G-E motors and control equipment are used. 


To keep 


The electrical indus- 
try, perhaps more than 
any other, enjoys the 
benefits of co-oper- 
ation. Through the 
National Electric 
Light Association, 
every advance in 
science, engineering, 
and finance becomes 
available to the whole 
group of central sta- 
tions. The General 
Electric Company is 
not only a contributor 
tothis wonderful work 
but a beneficiary as 
well. 


electricity cheap 


A thrilling race to keepcurrent 
cheap is constantly going 
forward among electric light 
companies. 

Today’s economy record comes 
from Philo, Ohio. Improved 
equipment uses only half the 
coal required in the average 
plant five years ago, and makes 
steam do more work than ever 
before. 


Such stations, through their 
great economy and reliability, 
have kept electricity cheap, 
despite the rising costs of fuel, 
labor and other items. 


GENERAL ELECTRIC 








CALIFORNIA 
SECURITIES 


Safe securities of Electric Light and We specialize in their pur- 


Power, Gas and Transportation 
panies yielding 7% and more 
Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 


im 


chase and sale on 


commission 


Leib-Keyston & Company 


Member San Francisco 
Stock and Bond Exchange 


50 Post Street 
San Francisco 


MBwaukee St.Louls Louisville Indianapolis 
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Lowered Prices 


on 


Goodyear Golf Balls 


Goodyear 75c¢ 


Golfers everywhere will wel- 
come the lowered prices on 


Goodyear Golf Balls. 


The savings effected by a 
record breaking volume of 
sales and the consequent 
economies of large produc- 
tion are being passed on to 
golfers, resulting in the low- 
est prices at which Goodyear 


Glide soc 


Golf Balls were ever sold. 
The Goodyear, in either 
mesh or dimple markings, is 
now 75 cents. The Glide, 
in mesh only, is 50 cents. 

Both are made by the mak- 
ers of Goodyear Tires. Ask 
your professional or write 
to Goodyear, Akron, Ohio, 
or Los Angeles, California. 


In Golf Balls, too, 
Goodyear Means Good Wear 


GOODS YEAR 








Don’t Envy - 


the person who is enjoying a home, 
an expensive vacation, an aut 
or an independent income. 


He probably saved regularly and accu- 

mulated capital which enabled him to 

buy these things. 

You too, can have what you want, 

if you save for it. 

We pay 
5% cor 6% 
on savings 
Write for booklet “M” 

RAILROAD BUILDING 
& LOAN ASSOCIATION 
441 Lexington Ave. New York 











Marginal Trading 


We have published a Booklet containing 
a concise treatise and setting forth 
several general rules on this subject. 
It also briefly discusses: 


Advantage of Odd Lot Buying 
Common Stocks Versus Bonds 
30 High Grade Listed Bonds 


Data helpful to investors is also given. 


Copy free on request 


M. C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad St. New York 

















CORN PRODUCTS REFINING Co. 
(Continued from page 234) 


a depressed sugar market, however, has 
been given undue weight in some 
quarters. There is a steady demand for 
corn sugar by certain industries such as 
the candy and baking industries where 
there is little incentive to substitute 
cane sugar under any circumstances. 
This, together with the wide consump- 
tion developed for the trade-marked 
products of the company, such as 
“Mazola” and “Karo,” provides a back 
log which should militate against any 
severe decline in future earning power. 

It is indeed difficult to see how Corn 
Products’ earnings can very well fall 
below last year’s figures except in the 
event of a severe general business de- 
pression. For the greater part of 1925 
the company was face to face with the 
combination of high corn and low 
sugar. As a result the balance for the 
common stock was the smallest for 
many years, $2.16 per share, or slightly 
in excess of dividend requirements. 

An interesting commentary on the 
character of the management is fur- 
nished through its refusal to maintain 
a high rate of production under such 
conditions. Instead, two of the four 
manufacturing plants were closed 
down, inventories were liquidated, and 
the already strongly entrenched work- 
ing capital position was actually im- 
proved to the extent of almost 2 mil- 
lions. 

That the corn market is a much more 
important factor than the sugar mar- 
ket is borne out by the manner in which 
earnings have progressively improved 
in the last two quarters, about 60 cents 
and 90 cents a share, respectively, 
against an average of slightly over 50 
cents in the first nine months of 1925. 
Corn prices applicable to operations in 
the December, 1925, and March, 1926, 
quarters have been sufficiently low to 
permit a satisfactory margin of profit. 

Looking at the other side of the pic- 
ture, the prospects for increased con- 
sumption, there are two possibilities of 
an encouraging nature. The cane sugar 
situation, although it cannot be said to 
have definitely turned the corner, at 
least seems to have reached a point 
where the next sustained trend of the 
market should be upward rather than 
otherwise. A stiffening in cane sugar 
prices automatically renders corn sugar 
more attractive for industrial uses, and 
redounds to the benefit of Corn Prod- 
ucts. 

Another more specific development 
in prospect is a bill at present before 
Congress which if passed would repeal 
the present restriction that products 
containing corn sugar must be so la- 
beled. Corn sugar, while not so sweet, 
is in the opinion of scientists just as 
wholesome. The proposed law would 
materially extend the company’s bus!- 
ness through eliminating ill-founded 
public prejudice. 

(Please turn to page 290) 
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He walks like eS 
boy of sixteen: 


Other men envy his energy and his ability to enjoy life. 
They say he is “always in shape.’’ He does it by drink 

ing a clear, natural spring water which keeps his 
kidneys clean. 


ss peer science teaches us that one 
thing is of the utmost importance if we 
would have health, vigor and the capacity to 
enjoy life. As we moderns live, frequently we 
overlook it. Science shows. us that we must 
keep our kidneys cleansed of all poisons, just 
as we keep the intestines clean. None of us 
can enjoy life thoroughly if we use our energy 
to fight poisons. 





But nature has made it easy to correct the error. 
Far under the beautiful Virginia Hills, Nature 
compounds a water that comes to the surface 
at Buffalo Lithia Springs. It is called Buffalo 
Mineral Water and for over fifty years it has 
been used by thousands as an ant-acid solvent 
and diuretic to eliminate the poisons from the 
body through the kidneys and bladder. 


Buffalo Mineral Water is pieasant to drink, It 
is a clear, cool water that quenches thirst in- 
stantly—and makes you feel satisfied. “In many 


homes it is served every day in place of ordi- Send the Coupon 


nary water. 
A forancw booklet, that tells of the health 


gn to be found through water. Everyone 
Today, as for the last fifty years, it is bottled who is interested in keeping fit sould 


at the Springs and sold by druggists and grocers —_ this booklet by a famous physician 
everywhere. Your physician knows it — and wwe suthority on med- 


will tell you about it gladiy. 


Drink a bottle of Buffalo Mineral Water today 


° ° 66.99 
if you would feel particularly © ‘fit’? tomorrow. a ee, 


Buffalo Lithia Springs, 
Virginia, 





BuFFALo LITHIA SPRINGS CORPORATION 
Please send me a copy of your new booklet 


BUF FALO LITHIA SPRINGS free and prepaid. 


Virginia ae 





Address 





Buffalo Sparkling Mineral Water (Carbonated) and Buffale 
é yc'b] Dry Ginger Ale will soon be on the market. Both are made 
* from the famous mineral water at Buffalo Lithia Springs. 
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What CITY will you choose? 


ny SouTH CAROLINA, 
offers the answer to that ques- 
tion. This Hub City of the South- 
east possesses every fundamental 
advantage for textile manufactur- 
ing and other industries. Power, 
Water, Transportation facilities, Labor —all in abun- 
dance. An Industrial Survey of Spartanburg gives the 
reason——based on facts—why this city is the logical 
location for your Southern plant. A copy of the 
Survey is yours for the asking. Due to our desire to 
avoid a promiscuous distribution, please make your 
request for the Survey on your business stationery. 


INDUSTRIAL COMMISSION 
1130 MONTGOMERY BUILDING SPARTANBURG, S. C. 


SPARTANBURG 


‘“‘The Hub City of the Southeast’ 
SOUTH CAROLINA 


LABOR: White, all-American, unrivaled 
for intelligence. With the will to work, 
and able to produce the higher grade of 
goods. 

TRANSPORTATION: Two trunk lines to 
Middle West; two to Atlantic Coast; on main 
line of Southern Railroad from New York to 
New Orleans. 


POWER: In the center of 

the country's great hydro- 
electric area, with four large power companies 
bringing ample power at low rates. 
WATER: Four large rivers and many small, 
bold streams afford an abundant year round 
supply for manufacturing purposes, suitable 
for bleaching. 
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Guaranteed by Members of the New York Stock Exchange 
May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 

Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 


Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


66 Broadway New York 


Telephone Hanover 8350 
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(Continued from page 288) 

Belief in the soundness of Corn 
Products Refining is well demonstrated 
by the fact that since the splitup the 
common has never sold below 31% and 
last year was always at a level at least 
15 times the earnings for that year. 
At present prices around 38 the yield 
is hardly attractive, but for those plac- 
ing solid values and a good outlook 
ahead of immediate return, the stock 
is by no means without merit. 


BUYING BONDS FOR PROFIT 
(Continued from page 241) 
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judge for yourself. To date the return 
on my money has been something above 
20% per annum. I calculate this in- 
come in the following manner. Con- 
sidering profits already taken, “paper 
profits” available at current quotations 
and the interest received from coupons, 
my income has been the equivalent of 
8% points per bond in about five 
months or at the rate of over 20% 
yearly. 

The International Tel. & Tel. and 
the Granby Consolidated bonds were 
originally bought on their prospects 
but I expected to hold them for a period 
of several months at least. The rather 
sharp advance in market value within 
four or five weeks after I bought them 
made it advisable to sell out and take 
the profit. For my purpose, such an 
advance in price rendered the bonds 
unsuitable for further retention. All 
the other issues listed in the table, I 
still hold, and unless conditions change 
in the meantime, I shall continue to 
hold them up to a price level around 
that indicated in the table. It is pos- 
sible, that for some unforeseen reason, 
the trend of the bond market might 
turn before these levels are reached. 
Until such time as I find other issues 
with better prospects, however, I shall 
continue to hold them even though the 
present price falls off, for in my opini- 
on, they are all good investments for 
my purpose. 

I consider these bonds investments as 
part of my capital. Consequently, when 
arranging a switch or on reinvesting 
I never take up any sums remaining. 
If necessary I prefer to add enough 
cash from my checking account to 
make up the balance for another $1,000 
unit. Perhaps I can best express my 
investment purpose as the endeavor to 
accumulate capital by taking advan- 
tage of opportunities as I find them 
in the bond market. While this may 
not be pure investment, it certainly 1s 
not speculation either and from a per- 
sonal standpoint it suits my purposes 
admirably. 





The Magazine of Wall Street has compiled 6 
list of books on Speculation, Economics and 
Business subjects published by other compames. 
All of these books have been read by our Stoff 
of experts and we heartily recommend them to 
our readers. We invite further correspondence 
about this list. Address your imquirics care of 
Book Department. 


‘WALL STREET 








= Trading and Investment 


= 11 Advices that Lead to Profits 


plac- 
Hook Subscribers to The Investment and Business Forecast 


have been making money as a result of following 
the advices we have been sending out to them. 


stock 





—a ° ° ° ° 
wi When you conduct your security operations in accordance with our sugges- 
tions you do not have to wade through a long list of securities hunting for 
those which may appeal to you. 
me Our instructions are concise and limited to a few stocks at a time—ranging 
oe from 3 to 12. At no time in the past several months has the Technical Posi- 
20Ve . . e . 
‘i tion or Trading Department carried more than 14 stocks and while the Bar- 
er gain Indicator carries approximately 30 issues actual buying instructions 
ions are limited to from 6 to 10.in current issues. The same is true of the bond 
- recommendations. 
hn Trading Position:—Among the buying recommendations within the 
past month have been International Combustion at 42; Baltimore & Ohio 
= at 85; Famous Players at 116; Southern Railway at 109; Brooklyn Manhat- 
ets tan Transit at 63. If you had followed these advices even though you were 
se trading in only 10 share lots the commitments would have paid for the serv- 
chin ice for a year and in addition you wo.ld have a substantial profit on your 
em 
take funds. 
ae The consistent scrutiny to which we subject business conditions and the 
Me: market—technically, statistically and fundamentally — enable us to see 
nge behind the superficial irregular price movements of the day and to discern 
Be the actual situation. 
pos- That 1s why we are able to put our sub- 
en scribers into the right stocks at prices that 
hed. | give them profits while others are hesitating 
hall Here is the service you receive 
the Service Report Unusual Opportunities 
ini- 1.—An 8-page service report issued regularly every 5.—Two recommendations each week of high grade 
Tuesday, with occasional special issues covering securities with possibilities for market profit. 
for important changes in the technical position— Genuine bargains, critically analyzed—and we tell 
sent by air mail if desired. Subscribers living you when to sell. 
5 as Save @ best geummary of the techiuet praltien get 
yhen te ye he me yee ge by night or day letter telegram ae. — sino fer : inoue. nek mntet ipront. 
ting es va . Trend of Leading Industries : 
ing. olorgraphs 7.—A thorough survey of the various fields of industry 
ugh The Richard D. Wyckoff colorgraphs of Business, and finance. 
Money, Credit and Securities. Replies by Mail or Wire 
“ Technical Position 8.—Prompt replies to inquiries for opinions regarding 
"my 3. = Cat res is traders, showing what only “to i issues in’ any ‘one “communteation)—or 
° e 8s ng of your broker. 
dh ee aurea fe-gnapgl ner A Special Wire or Letter 
y lai eferred an common s — i i 
hem income and profit. ascend * autee te foreseen, “nti. 
~ SPECIAL SIX MONTHS’ TRIAL COUPON 
y is The Investment ; INVESTMENT AND BUSINESS FORECAST 
per- i of The Magazine of Wall Street, 42 Broadway, New York City. 
oses and Business F orecast Weekly I enclose check for $75 to monn test eter to The Investment 
. ‘ ; ; and Business Forecast for the next six months. 
advises you in | Wire : 
se / | Service 
“on the right stocks at the 
ay right time. | 
lence |: (0 Wire me collect upon receipt of this, what 
e of | trading position to take, naming eight stocks. 
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TEN LOW-PRICED STOCKS 


WITH ATTRACTIVE POSSI. 
BILITIES 


(Continued from page 258) 





AMERICA’S FINEST RESTRICTED HOME COMMUNITY 


ae 


The ideal City Home 


Take a Fifth Avenue Bus 
to Jackson Heights 








—s 
dividend, stock dividends at the rate of 
3% per annum are being disbursed, 
The net yield is, therefore, 6.1% at 
current prices. 





GENERAL The electrical equip- 
ELECTRIC ment business ranks 


—a restricted residential community with its among the relatively 
SPECIAL more stable industrial 


various types of apartment groups designed Price, 11 activities and General 
after the English, French and Italian archi- = Div., $0.60 _Hlectric is its most 

, : — Yield, 5.5% important representa- 
tecture, set down in beautiful landscaped gar- » oe 


BTS TSS SST] 


tive, being largest 
n a . = both in point of gross sales and assets. 
dens and wide parked streets. The children’s In the course of development, the com- 

. . pany has acquired an interest in sundry 
P laygrounds, fine Public and Private schools, —_ public utility enterprises. The princi- 


the various social activities and out-door pal one of these, Electric Bond 4 
Share Co., was divorced in January, 


e. e . ful 
sports, such as Tennis and a Miniature Golf 1925, when General Electric’s stock in 
. > this concern was distributed to its own 
Club, all form the basis for an ideal home shareholders. The company’s security 
in JACKSON HEIGHTS. 


holdings are still extensive, however, 
BUSINESS AND SOCIAL REFERENCES REQUIRED 


and constitute a source of income in- 
dependent of ordinary operations. 

3 rooms, one bath, with dining bay from $85 

4 rooms and bath, with dining bay from 95 


Dividends have been paid on the com- 
mon shares without a break since 1899. 
Extra dividends in the form of stock 
4 rooms (two bedrooms) and bath, 
extra large living and dining room 
combined, open fireplace . . «from 105 


were paid at frequent intervals during 
this period. In 1922, however, the com- 
pany adopted a policy of paying such 

Sroomsandbath . . .. . «from 110 

6roomsandonebath . . . «from 135 

6 rooms and two baths, sun-parlor, from 160 


extras in the shape of “Special Stock” 
of $10 par value. 
7 rooms and three baths. . . «from 225 


This special stock is without voting 
rights but is entitled to dividends cumu- 
lative at the rate of 6% per annum and 
may be redeemed at $11 a share on any 
dividend date. The special stock is 
thus, in effect, a preferred stock, al- 
though not so-called. The 35.72 mil- 
lions of this issue outstanding at the 
close of 1925 were preceded by no other 
obligation than 3.25 millions of bonded 
debt. Net tangible assets at the same 
time were 294.98 million dollars, so that 
the special stock is, clearly, strongly 
bulwarked by assets. 

Its earnings protection will also be 
evident from a comparison of the 60 
cents per share dividend requirement 
with actual earnings of $10.82 and 
$19.69 a share, respectively, last yea! 
and the year before. The smaller pe 
share earnings in 1925 were due, of 
course, to an increase in the amount of 
special stock outstanding. While this 
total is being gradually increased, 
through the medium of extras for the 
common shares, it is difficult to com 
ceive a condition under which dividen 
would be endangered. 

This situation is ‘reflected in the rela- 
tively low yield ge but ie 
THE EASIEST a | THE SAFEST a —_— out and out investor who may wis : 
WAY T0 Sey pA rchase a low-priced, solid investmen 
von Account aa KANE, BROOKS & CO. saa a invest plan sums periodically, 
5S General Electric special stock com- 

Investments mends itself as a substantial — 
; ; i ot ions are qu 
7 WALL ST. NEW YORK ee fuctee 
: (Please turn to page 294) 
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VISIT Jackson Heights TODAY 


THE QUEENSBORO CORPORATION 
Jackson Heights Office: 25th St. & Polk Ave., Havemeyer 2360 


Broadway B.M.T. orInterboro Subway (Queensboro Subway) to Jackson Heights. 
By Motor, 59th St., via Queensboro Bridge, Jackson Ave. (Northern Boulevard.) 


FIFTH AVENUE BUSES 
are now running to Jackson Heights via 5th 
Ave. and 57th St. from 25th St. and Sth Ave. 


SPECIAL EXHIBIT OF PLANS, MODELS, PHOTOS, 
14 EAST 41st STREET TEL. MURRAY HILL 9904 


i (Ground Floor) 
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CONSTANT ASSETS 
SAVERS OVER 


by nek Von’ state Banking Dept. 
SE BUILDING LOAN & SAVING INST. 
Organized 1 
195 Broadway. New York City. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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140-page Book full of life- 
size ruled forms, each one 
completely filled in. The an- 
swer to problems of account- 
ing and record keeping for 
any business or profession. 
Send for this Free Book Today 


John C. Moore Corporation 
Established 1839) 


3091 Stone St., Rochester, N. Y. 


9 
MOORES systems 


In Use In More Than 
300,000 Offices 








Group Life Insurance 
What Are You Doing About It? 


Over 10,000 employers of the U. S. A. 
carry Group Insurance on the lives of 
3,500,000 employees. 


It covers groups of employees under one 
policy without medical examination, in 
amounts from $500 to $10,000 per em- 
loyee at low cost. Permanent Total 
Disability included without extra charge. 


GROUP INSURANCE protection for em- 
ployees of factories, stores and business 
concerns is steadily increasing. It has 
proved of value to those adopting it.— 
Others will take it up as soon as they 
learn of its usefulness. 


Our Book on “Management—Men and 
Motives” will be mailed without cbliga- 
tion, It will repay careful reading. 
Our well developed facilities and per- 
sonnel, especially trained in Group In- 
surance, are at your service. 


Inquiry Bureau 


LC Lire INSURANCE of 
oF Boston, M 


Assace juste" 


197 Clarendon St. 


A STRONG COMPANY over Sixty 
Years in Business. Liberal as to Con- 
tract, Safe and Secure in Every Way. 


MWS 
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Out of Town Service 


We specialize in giving particular atten- 
tion to Banks and investors desiring a 
complete brokerage service. espond- 
ence invited. 


H. T. Carey & Co. 


Members New York Stock Bechange 
66 Broadway, New York 


Established 1873 





JUNE 5, 1926 





(Continued from page 292) 
HUDSON & To appreciate the real 


MANHATTAN &2rnings possibilities 
Price 38 
Div. $2.5 
Yield, 6.6% 


of this carrier, one 
must realize that it 
taps a rapidly-grow- 
ing center of popula- 
tion, represented by 
New Jersey ‘“com- 
muters,” many thousand of whom are 
employed in New York. The road’s up- 
town New York terminal is practically 
in the heart of the shopping and the- 
atrical districts, and, after September 
1, 1926, several railroads, now enjoying 
the terminal facilities of the Pennsyl- 
vania Station in New York, will be dis- 
charging passengers in New Jersey, on 
the west bank of the Hudson River, 
compelling them to use ferry-boat 
transportation to the Metropolis or the 
tunnels of the Hudson & Manhattan. 
This road will thus provide the logical 
connection for these various railroads, 
as it would be more convenient and 
practical to deposit passengers at 33rd 
street and: 6th avenue, one block east 
of Pennsylvania depot, via Hudson & 
Manhattan. A considerable amount of 
extra traffic should be obtained, there- 
fore, without extra cost. 

Since 1921, Hudson & Manhattan has 
shown a steady increase in gross and 
net earnings while income from sources 
other than railway operations, princi- 
pally real estate, amounted to 1.83 mil- 
lions in 1925, equal to about 84% of 
interest charges on funded debt. In 
time, the lines of this company prob- 
ably will be extended and into other ter- 
ritory productive of revenue. An exten- 
sion of ten miles beyond present ter- 
minals in New Jersey would increase 
traffic tremendously and fill a public 
necessity. 

Hudson & Manhattan common shares 
occupy a semi-investment position in 
view of the consistent upward trend 
of net earnings. There is little pros- 
pect for an early change in the current 
dividend but the probability of expan- 
sion outlined lends a considerable de- 
gree of speculative attractiveness to the 
issue over a long pull. 


Texon @il & Land Co. 


The stock of this growing inde- 
pendent oil company, traded in 
around $3 per share, offers an un- 
usual speculative opportunity. Com- 
pany controls over 40,000 acres in 
Texas. Oil production from a small 
portion of this property for twelve 
months exceeded 5,000,000 barrels. 
Last quarterly dividend on Texon 
5c per share and 15c per share extra. 
Increased production and _ increas- 
ing dividends and market value in- 
dicated. Send for latest available 
information. 


Abrahams, Hoffer & Co. 


Members N. Y. Curb Merket 


29 Broadway New York 
Telephones Bowling Green 1350 








VISUAL PROOF 
of SAFETY 


HEN you are about to make an in- 

vestment in first mortgage bonds, 

the most vital factor for you to con- 
sider is the actual value of the properties by 
which the mortgages are secured. 
We have just published a booklet which will 
give you visual proof of the safety of SE- 
CURITY BONDS—actual photographs of 
the completed properties. Each photograph is 
accompanied by figures showing the amount 
of the loan, term of the mortgage, appraisal of 
the land and appraisal of the building. 


Unconditionally Guaranteed 


In addition to being secured only by completed 
fee simple properties, on which the loans aver- 
age 43% of independent appraisals, the first 
mortgages behind SECURITY BONDS are 
guaranteed unconditionally by the Maryland 
Casualty Company. The strength of this guar- 
antee lies in the fact that the Maryland Cas- 
ualty Company has capital and surplus of 
$10,500,000 and resources of $36,500,000. 

SECURITY BONDS are legal investments 
for National Banks, but just ag suitable for the 
individual with $100 as for large institutions. 
They are the direct obligation of the Security 
Bond & Mortgage Company, and are offered 
to investors with the recommendation of the 


J.A. W. Iglehart & Company 
102 St. Paul Street, Baltimore, Md. 

719 Fifteenth Street, N.W., Washington, D.C. 
Wilkes-Barre, Pa. Clarksburg, W.Va. 
Bodell & Company 
120 Broadway, New York City 
35 Congress Street, Boston, Mass. 

10 Weybosset Street, Providence, R.I. 


Harrison, Smith & Company 
1515 Locust Street, Philadelphia, Pa. 
27 Pine Street, New York City 
Palmer Bond & Mortgage Company 
Walker Bank Building., Salt Lake City, Utah. 


Smith, Hull & Company 
Walker Building, Minneapolis, Minn. 


7% SECURITY 
BONDS 


$1,000, $500 and $100 Denominations; 
I to 5-year Maturities 
Tax Refund: Up to 5 mills in any State 





[Mail to any of the above offices } 


Please send me, without obligation, a copy of 
your booklet, “Security Bonds.” 














SELECTED 
INVESTMENTS 


Send for Our Preferred List 





MANLEY - ANDREW CO. 
INCORPORATED 


1451 Broadway, New York City 
Phones: Wisconsin 7874-7875 
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The Best Investment 
Health and Recreation 


So many of our readers have responded 
to our FREE TRAVEL BOOKLET 
department, we have decided to install a 
regular travel information bureau for 
their convenience. 


For those of our readers who reside in 


cities not having booking facilities, we 
will be glad to make their reservations 
for them on any trip or tour out of New 
York City. 


This Department is eager to serve you'so 
do not hesitate to use it! 





name and address to 


42 Broadway 





For information or booklets on any listing, 
merely check those desired and mail with your 


TRAVEL DEPARTMENT 


MAGAZINE 
JWALL STREET 


New York’ City 








Scheduled Tours and Cruises 


Round the World 
Steamship Line 
Fortnightly Service. 
& Whitcomb 
S.S. CARINTHIA 
dian Pacific 
S.S. EMPRESS OF SCOTLAND 


White Star Line 
S.S. BELGENLAND 
American Line 


Sailing Saturdays. 


Cook & Son 
S.S. FRANCONIA 
Frank C. Clark 
S.S. CALIFORNIA 


Great African 


Norway—Midnight Sun 
Pypaet & a 


Frank C. Clark 
S.S. LANCASTRIA 


Mediterranean 


Thos. Cook & Son 

S.S. CALIFORNIA... 
White Star Line 

S.S. LAPLAND 
Frank Tourist Co. 

S.S. SCYTHIA 
Frank C. Clark 

S.S. TRANSYLVANIA 


1927 
1927 
ymond & Whi : 
S.S. SAMARIA 

Canadian Pacific 

S.S. EMPRESS OF FRANCE................ 


South America 
Raymond & Whitcomb 
S.S. LACONIA 
Frank C. Clark 

S.S. CALEDONIA 


Jan. 29, 1927 
Feb. 5, 1927 


Scenic Rail Routes and Resorts 


New York Central Lines 
Operates through service between New York, Boston, 
Montreal, Toronto, Chicago and St. Louis. 


Canadian Pacific Railway 
Trans-Canadian Nova Scotia to Vancouver through Rockies 
and National Parks. 


Northern Pacific Railway 

Yellowstone Park and Scenic Northwest. 

Southern Pacific ; 
New York to New Orleans by steamship or rail connections. 
Scenic Southwest all California Coast and Valley Points. 
California Tours 
The Redwoods 
Lakes, etc. 
Pennsylvania Railroad 
New York, Philadelphia, 
Chicago and St. Louis. 


EOE OPER 


Yosemite National Park. Mountains, 


Atlantic City, Washington to 


KX 


Canadian National Railways 

Quebec to Montreal, across Prairies and Rockies to Prince 
Rupert and Vancouver. 

Union Pacific 

Central Route between Chicago and California over over- 
land trail. 

Santa Fe 

Old Santa Fe trail to Southwest. 
Canyon and other National Parks. 
Hawaii s 
The Paradise. of the Pacific. The land of Sunshine, Smiles 
and Flowers. 

Yellowstone National Park. z 
America’s playground in the Rocky Mountains. 
Seattle—The Pacific Northwest 

The gateway to Alaska. Fishing, 
sports. 

Bungalow Camps in Canadian Rockies 
— way to enjoy a vacation. Beautiful scenery with all 
sports. 


Petrified Forest, grand 


Hunting, and other 
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